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U NI VERSTILITE L 'AURTGOTRE
- Sh&anghai -

BUREAU DE DOCULIENTATION
(Economie Chinoise;

- 280 Chungking Nan Lu (Dubail)
Tel 85761
Cigarette -Industry in Shanghail STUDY NO.: XVII
and Tobacco Problems in China. Number of pages: 12

Articles and reports digedsted and 2ombined
in this Study:

: ¢ YMinistry of asgriculture & Forestry to Increase Tobacco
; & Production', Shang Pao, say 17, 1947.
: ¥The 3haken-up €igarette Industry", by Chi Ch'ung-wei,
Ta Kung Pao, June 24, 1947,
*The Hsuch'ang Tobacco", by W¥ang Chi-ping, aug. 4, 1947.
"The Crisis of Cigarette ifanufacturing and Policy
Required”, by Chao Chu-chi, the Economic Semi-Monthly
of the Hopeh Provincial Bank, aug. 16, 1947,
“"Past and Present Conditions of China's Cigarette
Industry", by Chen Yih, the Economics Weekly, . _ '
Aug, 21, 1947,
A Study on_ China's Tobacco Export", by Chang I-pin,
the Economics #eekly, Oct. 24, 1947,
“abundant Output of american Tobacco in Kweichow", Sin
Wen Pao, Qct. 27, 1947, ’

(Continued in the note on page 12}

- ———

CIGARETTE INDUSTRY IN SHANGHAI
AND TOBaACCO PROBLEXS IN CHINA,

) Since the introduction of the first cigarette
making machine into this eountry (1891) cigarette manufacture has
gradually become the third in importance among Chinese 1ight
industries, next to textile and flour milling. To-day, the num-
ber of workers employed directly in the production of cigarettes
‘approximates to 100,000 and that of tobacco farmers to 2,000,008,

S8ince the War, cigarette making in the whole o7
China is said to average 250,000 capes of 50,000's per month, an
iycrease of about 307% qur the pre-war output of 190,000 cases
(including Manchuria) ). on the other hand, the national

NOTZs 1) Chen Yihs "Past and Present Conditions of China's
Cigaretie Tndustry" (The Boonomica Weekly, august
21, 1947,
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consumption, according to an estimate which appeared in S8hang Pac,
May 17, 1947, recuires a minimum of 2,000,000 oases yearly.

. From the fiscal point of view, this industry pro- -
vides important revenue as toth cigarettes and domestic tobacco
leaf ars taxed, at 100/ and 30% respectively, by the Government.

In 1947, for example, a sum of CHR$l,591,323,272,223 (excluding
sanchuria) was collected from the levy on a total of 2,082,698
cases of cigarettes alone,

According to -the tax collection offices the nunber
of eigarette factories operating to-day throughout the country is
over seven hundred 1l).

Northeasterr Provinces i Central and West China
Liaoning-antung 14 Chungking 41
Kirin-Liaopei 2 Szechuan-Sikang 26
. Kiangsi 4

North China : Hupeh 28
Tientsin ) 19
Teingtao 4 East China :
shantung 27 Shanghai 2) 7
Shensi 13 Kiangsu 31
S8hansi-Suiyuan 4 Chekiang 42
Hopeh-Jehol~Chahar 5 Anhwei 67
Honan 1£0
gouth China @
Kwangtung 50 °
Kwangai 28

. " Fukien 17
Yunnan-Kweichow 32

The above table, however, tells very little about
the real situation of the cigarette industry in China, HMest of
the factories recorded are small enterprises where cigarettes are
hand-rolleu and supplied for local consumption only, As in other
industries in China the cigarette industry is concentrated in

1 Shanghai which really furnisheg the supplies for the national
conapmption.

I. - The Yee Tsucong Tobacco Compaly.

Except the Yee Tsoong Tobacco Company, formerly
the British American Tobacco Eoﬁ§ﬁ99,5iarge-scale cigarette fac-
tories are few in Shanghai, the majority being of medium or small
size. sltogether they possess only 625 cigarette -making machines
with a total output of 130,000 cases of 50,000 cigareties per month
as recordeé for iarch 1948. Since April the production has dropped
to 80,000 cases owing to the sharp decline ‘of outport demand which

NOTESs 1) Sharg Taa, April 7, 1948,

2) There are 105 member factories in the Cigarette ianufec-
turers' Guild in Shanghai according to #Cigarette
Industry in Shanghei', Chin Yung Jih Pao, april 12, 1948,

.
- e 2 8 e o P o O W Y v e e e o T o O g W W A B OB e e et et
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started a year ago especially in North China: the monthly sales
to the Peiping-Tientsin area during the months of March and april
in 1'47 were cf some 30,000 casesj but less than 3,000 cases
monthly a{e being sold there to-day as reported by tHe local Ta

- Kung Pao *). -

The Yee Tsoong Tobacco Company leads in production
as well as distribution, with well-equipped factoriss located not
only in Shahghai but also in the prinoipal Chinese cities.

Yee Tsoong Factories (before 1943

Regl ons Cities Companies Contro led No,o0 No. of Ciga-
by Yee Tsoong Fty., rette iaking
ifaehines
B : Fengt'ien Chi Tung Tobanco Co, 1 8
Yingkew Chi Tung Tobacco Co, 1 1
Harbin W(ao Pa To® Tobacco Co, 1 30
N, China Tlentsin Yee Tsoong Tobaceo Co.- 1 98
Tsingtao - do - 1 74
C., China Shanghai Tobaeco Produots Corp. 2 17
Yee Tsoong Tobacco Ce. 1 3
Hankow - de - 2 90 -
8., China Hongkong - do - 1 20
TOTAL 11 566

With the above equipment Yee Tsoong alone ooulrd
easily furnish 55,600,000,000_cigarettes yearly or 60% of the
total annual output in China 2)., The distribution of Yee Tsoong
cigarettes oovers also the whole eountry by a network of distri-
suting companies sontrolled by the Yee Tsoong. 3 the Yee Taoang
Tobacco Distributors, Ltd.,, the Jing Tai #o Tobacco Company and
the Chi Tung Tobacco Company, each of which enjoys exclusive
selling rights in a specified region with a great number of
“gpecial agents' and Wgpecial wholesale agents" as sub-distributors.

The cigarette output in the whole of China in
1947 was 2,082,698 cases, an increase of 607% over the 1,250,000
cagses prodused in 1946, In Ehanghei the Yee Tsoong factories
i: reached the following figures as compared with the Chinese fac-
tories during the. last %wo years: .

1946 Output (case) Cammodity Tax (CK$)

Shanghai 854,128 174,0%0,020,500

Yes Tsoong & T.P.C. 125,773(;4.5%) 35,209,473,200(20.2%)
1947

Shanghai 1,398,890 1,309,119,245,600

Yee Tsoong & T.P.C. 246,132(17.595) 371,670,711,80G(28.39%)

- = o e = @ = e =

NOTES: 1) Re: Bankers' Wee¥ly, Vol XXXII No.22 dated Yay 31, 1948,
page 40,

2) Cf. Shih Liang : "a Study on the British American

Tobacco Trust in China%, in Chung YangJih Pao, Shanghui
Edition, June 2, 1947 issue. .
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Since June 1947, when the working system was res-
tored to 6 days per week, the output of Yee Tgoong factories in
Shanghai has reached about 30,000 cases monthly. On the contra:-y,
the Chinese factories have had to face a downward trend since
April 1947,

It is often argued that three main fectors among
many actually favour the pogition of the Yee Teoong Tobacco Company.

’ i/ The restrictions affecting imports of ciga-
rettes gince Novenber 1945 have given rise to an increasing demand
for the Yee Tsoong brands, which are comparatively less costly tran
the inported cigarettes. The imported products, niosatly of american
mpke, are blended ocigarettes which the majority of Chinese do not
prefor while the Yee Tsoong cigarettes are made to their taste, and
were popular with thew long before the #ar,

ii/ &ss the supply of domestic tobacco is limite:
by the civil war the Chinese factories have to rely on foreign
supply which is undertaken by the import nerchants and indirectiy
augments the cost of production, Such difficulties are lessenec
for Yee Tsoong since importation is directly made by the Company.

iii/ The Yee Tescong is in a better position to
produce than any of the Chinese factories on account of its huge
capital and it is easier for it to obtain credits &nd raw nater-
iale than for the Chinese factories.

II., - Chinese Companies sanufacturing Cigarettes.

amnong the many Chinese companies enly a few de-
serve a special mention,

1. he Chi (9 , & government
enterprise under the iinistry of Economic affeird, comprises three
main factories taken over from the Japanese after V-J Day. Its

» output varies between 8,000 and 10,000 cases monthly, which shows

i, a congiderable increase over its 1946 output of 55,335 eases,
The "Marshall', "All Six" and "Compassg" enjoy a good market .
throughout the country; one-fourth of them are sold in Shanghai
and the rest in the following regions: Hupeh, Eastern Cheidang,
districts along the Shanghal-Nanking and the Shanghsi-Hangchow
railwayss Hunan, anhwei, Honan, Shensi, Xansu, Tsingtae, Saechuan,
Kweiyang and Yunnan. The assets of this company appraiged in the
early months of 1947 were said to reach CHN$38,000,000,000,

2. The Hwa Ching Tobaogo_ Company %established
in 1924) used to produce 20,000 cases monthly before the War, ani
is issuing ©,000 cases to-day. One-third of its "My Desar® and
"Golden Rat" are sold in Shanghai and two-thirds in the outports,
mainly in the districts along the Shanghai-Hangchow railway and
also in Hankow, Hsuchow (N. Kiangsu),. Tientsin and Canton.

3. Me Nanyang Brothers Tobacgce Company

(established in 1906) was before the war the leading cigarette
factory under Chinese cwnership, with a monthly output of 18,000
cases. To-day only 2,000 cases are produced per month of which
25% are s9ld locally and 752 to outports, mainly districts along
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the Shanghai-Nanking and Shanghai-Hangehow railways, Lwangtung,
Fukien, Lanchow and Sian. Besides :he Shanghai factory, there are
others in Chungking, Hankow and Canten. Their produotion is
comparatively small as they are hindsred by shortage of raw rater-
ials and equipment. Tha'Banker", "Golden Dragon“, "#hite DPragon",
"Pearls¥, “"Seven Stars” and "Sword" are Kanyang products.

4, The T: Tung Nen Tobgceo Company (established
in 1925) has a daily output of 200 cases of "Brandy" cigarettes 4%
with a Tifty-fifty market in Shanghai and in the outports, The
"Brandies" are made fron .mericén leaves (70ﬂ2 and flue-cured
tobacco (305& and are very popular in the distriets along the
Shanghai-Nanking and Shanghai-Hangchow reilways, the river ports
along the Yangtze, Korth Xiangsu and North China,

5. The Ciin Hwa_Tobacoo Company (established in
1944) is & "big business organization" anong the small-scale ciger-
rette feotoriea in Shanghai. The present output is 200G caBes rer
day whieh if necessary can be increased to 300, The "Coffee"
sigarettes, the only brand produced by Chin Hwa, are made especially
for outport consumption and have a good reputation similar to ths:
WPirates" and “"Ruby Gueens", both Yee Tsoong products, The
nCoffee" used to have a wide market in the Xortheastern ¥rovinces
but to-day they are confined to Peiping, Tientsin and Teinan in
‘the north; Nanking and Hankow along the Yangtzej Bian, Lanchow anc
Tihwa in the Northwestern Provinces. The local market takes up
only one-twentieth of the whole output of this company.

) 6., The Chung Mei Tobacco Comoany (established in
1946) prodnces 200 cases per day and has a good market outspide
Shanghei, The present output is 170 cases daily of which 2573 are
sold in Shanghai, “Three Btars", "Ingot" and ¥Black lLabel' are
produots of this company.

7, The Hwa wing Tobacco Company (established
in 1942) used to produce more than a dezen kinds of cigarettes.
To-day, the "Million Dollars" are specially made for sale in
Shanghai, the "ConklinY for North Kiangsu, and the “Indian' and
#Blye Crusade" for other regions, with sub-distributing offices
1: _1o;§ted in Nanking, North Xiangsu, Tientsin, Hangchow, Hankow and
Fukien, .

8. The Forward Tobacco Co,, Ltd., established
near the end of the fJar, has a daily output of 100 cases nainly of
UFhite Horse', "white Horse, ilagnum" and a small preportion of
"porward" cigarettes. These cigarettes are popular in both the
lo0al and outport markets. :

9. The Ta Chung Hwa Tobacco Companv (established
in 1946) has a maximnu: production of 90 cases per day., The
VKores" has a good market both in Shenghai and at Kiukiang and
Nanch'ang in fiangsi. The tobacco of Hsuch'ang (Honan) is mainly
?ged in the “fores", as well as in the "Horse Shoe" and "incense
“Burner", -
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III, - XMain Problems Facing The
Cigarette Industry.

TNespite the fact that imported cigerettes 1) pave
an important position on the local market, they do not constitute
an important threat to the nanufecturers, whose customers are in
the interior oities and villages, Cigarettes imported into China
are centered in Shanghaij only a relatively amall guantity is re-
distributed to a few other Chinese cities,

There are mapy difficultiee affecting the Chinese
industries as a whole under the prevailing abnormal conditions and
the cigarette business is no exception. The main ones are sum-
marized &3 Tollows:

The market already narrowed by civil war is again
threatened by strong competition anong the cigarette factories
especially in such a time of inertia on the market. Since credit
is not. obtainable from the Government banks apd since recourse %o
private loans would mean an abnornelly high rate of interest, there
1s nothing left for the cigarette factories but to sell their »ro-
ducts at a low price in order to obtain a much needed wor¥king capi-
tal., The reduction in price then affects the whole marzet through
a very unsound competition,,

On the other hand, shortage of raw materials is
a very actual problem to the cigarette factories, as mayy of them
rely largely on imported tobacco to maintain production. aAmerican
tobacco is used in the making of quality cigarettes but the supply
ts insufficient %o meet the defland on account of import restric-
tiona. The domestic tobacco of amerioan origin, which we shall
deal with later ons. cannot supply enough for the Shenghai fac- °
tories on account again of the civil war, Under the prevailing
nestriction import quotaes for 1947 and for the 5th and 6th guarters
in 1948 are shown as follows: -

Approx. Quantity
of Tobacco Ob-
tainable (& US$
0.50 per 1b.)

1st. Zuarter Feb,.- Apr. '47) uUs$8, 000,000 16,000,000 lbs.

2nd, GQuarter May - July '47). 8, 000,000 16,000,000 lbs,
3rd. Quarter Aug. ~ Oct, '47) 5,000,000 10,000,000 1bs.
4th, Guarter Nov,.'47~Jan, '48) 5, 000, 00G 10,000,000 1lbs.
5th, & 6th.. Fob, - July '48) 8,000,000 15,000,000 lbs.
Quarters
TOTAL . Us$34,000,000 68,000,000 1bs,

- aAffected by the limited supply <f tovacco and the
regtricted market, many of the Chinese cigarette factories have
had to reduce their production and take up something more

NOTE: 1) The imp-rtatijon of cigarettes has been prohibited since
¥ov, 1946, Thoz: 2¢*~17v ao0ld in China come eitvher
from previous stocks or tnsfoUg. w.uggling,”

. T e P e e T = T 6 e e O e e e S R e B P S im MR T St et e e Mmoo
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luorative than cigarette manufacturing = the hoarding of tobacco.
Thig new trend has given rise to sus,ension of night shifts or
temporary closing down under the pretext of rachinery renovation
and caused nmany cases of labour disputes in 1947,

Although China is self-sufficient in tin feil i),

eigarette paper has %o be imported in order to cover the shcrtage.
The Min Feng Paper sill in Shanghai, now producing 30,000 bobbins

of 4,000-metres oer month, has installed another machine which will
bring its produetion up te 60,0uC when some parts gtill lacking have
arrived, seantime, it is estimated that 190,000 bobbins will still
have to be imported monthly to supply for the congumption of the
entire country 2). The actual import of cigarette paper duricg

the past two years is given as follows according tn the Chinese
sariti.e Customs:

1946
CHINA 4,240.172 Kgs. (1,557,557 bobbins) 3j
Shanghai 3,974,188 Kga. (1,459,852 bobdbins)
1947
CHINA 3,258,059 Kgs. (1,196,794 bobbins)

Shanghal 2,892,990 Kgs. (1,062,692 bobbine ;

These imports came mostly from %S~ which sent 4,091,282 Ags. and
2,666,969 Kgs. into this country in 1946 and 1947 respectively.
French products supplied 115,041 Kgs., in 1946 and 167,440 Kgs. in
1947, Under the barter system cigarette paper delivered by the
Japanese up to December 1947 totalled 2,125 cases of 40 bobbins
each, according to the United Credit Information Bureau. According
to the Customs records a total of 256,646 Kgs. was imported from
Japan in 1947,

LV, - american Seed Tobacco.

. Although China is known as one of the leading
i tobacco growing countries not only is her output inpuffieient for
domestic consumption, but a great deal of her leaf is unfit for
cigarette manufacturing, In the following paragraph tobacco for
native-style smoking is not considered and only the flue-cured
american type tobacco is referred to.

NOTES: 1) local production of tin foil as investigated by the
Industrial & Commercial Guidanee Bureau and published
in the National Journal of Cemmerce (Sept. 1947 issue)
is sufficient to supply the cigarette industry of the
whole country with & monthly output of 20,00C cases.

2) From other sources it is learned that :in Feng contex- *
plates another plant at Hangohow (CheXang} to produce
another 30,000 bobbins wmonthly, This would rsduce the
needed import to 160,C0J babbina.

3) The average weight of a 4,000-metre vobbin is 6 1lbs.

- = O 9 e A e e T T - - -
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Plantation of American seed tobacco is mainly
centered in three rrovinces, wame.y, in Snantuns (Tsingehow), in
Honan (Hauch'ang) and in anhwel (Pengptuj.

During the dar, plantation o american seed tou-
seco was taken up in Yunnan with great success as far as qua.ity is
concernad. KLecently Kweiting, scutheast of iweiyang (Kweichow; ,
has starte. producing tobacco which mellows well, with a leaf very
similar to that of sentucky. The Nanhsiurg leaf produced in
ﬂwangtugg 1g of inferior quality compared to cthers previously m=ant-
ioned.

The 1946 ~rop for the whole of China totelled
95,000,000 1lbs, whiclu wher_ processad into "flye-cured" tobacco,
oorresponds to not more than 600,500 cases of cigarettes.

The 1947 crop of flue-cured leaf tobanco wes
exnected tb total 13¢,000,000 lbs., still some 50% short of the
nation's réquirement, Tne output of Shantung, Honan and Anhwai
in 1946 and the eastimated crop (including Yunnan) for 1947 are
shown as follows:

" Pre-war ~nnual Output 1946 OQutput « BEstimated Crop

for 1947
Shantung 125,000,000 lbs. 20,000,003 1bs. 25,0C€0,000 los.
Honan 50,000,000 60,000,000 70,000, COC
Anhwei 30,000,000 8,000, 000 30,003, 0C0
Yunnan C - - 6,000, CCO

The tobacco shortage is-further illustrated in
another report given by the United Credit ‘Information Bureau
whioh revealed that the present output of flue-cured tobacco
is spproximately 140,000,000 1bs, against a2 demand of 250,600,000
lbs. for the cigarette making machines in operatisn to-day ian this
country, The shortage would reach 210,000,000 1lbs,, if full
operation of all the machines was resumed,

’ J4ith such insufficient crops substantial gquantities
of imports will continuelly be required if the level of China's
consumption is to be maintained,, But such imports depend upon the
availability 0f foreign exchange ana on thg immort control policzy

of the Goverrment, and,as previously stated, the quotas are being
curtailed by the Import-zExport Board.

With & view to satisfying China's requirements, a
spesial organ, the Sureau of Tobacco Improvement, was created by the
Ministry of agriculture and Forestry in the early part of 1wd7.

This Bureau, dealing meinly with the increase of tobacco production,
hendles also matters concerning improvament and conservation of
seed, methods of planting, prevention of insect diseases, methcds
of tobacco ouring and research concerning marketing,

NOTES: 1) Despite this fact a certain wUniversal Tobacco Compeny
. of US4 has planned to put up a cigarette manufacturing
plant in Kwangtung, the lacal 8in Wen Pao (Feb, 2, 1918)
reporicd. This fo... .., would use the Ranhriuneg Yant
exnlusively, improving the plsn*-il..., un?ar tn2
direction of the U.T.C.

2) Chin Yung Jih Pao, kay 7, 1948.
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A six-year pla1i. d.oawn up by the Bureau, setsthz
goal of selt-suffi:ziency tc btce atitained in two periods: The first
gims at bringing the crops >f Sawniung, Honan and Anhwei to
250,000,000 1lbs, witrin the firsi four years, and the second, for
the remaining two yearu, aims at further bringing the output of
Honan, Shantung, anhwei, Yunnan, Xweichow, Szechuan, Taiwan and
the Northeastern Provinces L2 35(,000,000 lbs,

. ‘this pregramme also includes the experimental .
improvement of the quelity of the tobecco seed, but increzse of
production is neverthrelese the primary necessity, Owing to the
widespread civil warfare in Shantung and Honon, the centre of dev-
elopment has shiftel frem ihese provinces to anhwei,

V. -~ Pregent Conditions by Provinces.

1., anhwei: The climatic genditions in XNorth

anhwei are especially favoursble to plantation of Americen seed

tobacco. Under the Bureau of Tobecco [mprovement, P'engpu, Feng-~
yang, Tihgyuan, Hualyuan, Lingpi and Chicshan have been choser i3
prineipal development and prcmotion districts. The tobacco fields
cover some 260,000 mow (1 mnow = 6,744 ares) with & total crop ¢
500,000 tan (1 tan = 60.878 Kga) of good quality leaf, of which
the *Fu Kwang", of Virginian origin, is the best known., The num-
ber of curing chambers as reported by Shang Pao (June 4, 1948)
reaches 17,000,

Seeds distributed to the principel districts:

acreage (mowl Seeds (shih chin} 2)

P'engpu 5,362 54
Fengyeng 30,634 ' 310
Tingyuan 32,770 330
Huaiyuan 16,817 175
Lingpi 32,006 325
Chiashen 8,007 83

Development zrens of secondery importance include
Szuheien, Wuho, Hech'iu, Fengt'ai, Shouhsien and Fuyeng covering
a possible area of 128,328 mow with 13,055 shih chin availsble
for distribution,

A model tobacco centre has been crected at T'sng-
chiahu, in the vicinity, o ;gngpu, where exXperiments will be
carried out by the ﬁnhwg?gﬁ Velopment Station, Meantime, technical
advice as well as free distribution of chemical fertilizers (the
latter depending on appropriation by the Ministry of Agriculture
and Forestry) are being sponsored by the Station to bring about an
increase of tobacco production in this province.

JOTES: 19 Anhwei soil however is usvally considered too heavy to
give very satisfactcry results.

2) One shih chin = 0,50 Xg. or 1,102 lbs,
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Beaides agricultural loans, the Fa¥mers¢ Bank of
China also makes " tobaceo produstion losng", The ambunt of “he
lattet sssudd in tnhwu hag reached CN$140,000,0004000 s reported
by Shhng Peo (Juhé 4, 1948],.

£, Hopanl): Thefs 15 hot foh to be sald :
regarcing the plantation of tobacco i thib pfovince, exdépt that
150,000 mow of land will be planted this year accdfdinc to the
project of the Bureau of Tobaeco Improvement, Sinee thé fall of
Hsuch'ang, distributing and collecting centre of Honan flue-cured
toba#co, the condition of the plantations is unknown, Nevertheless,
the area planted in 1947 was expected to ineresse by 20-30% the
656,000 pow cultivated in 1946 whose output reached 921,000 shih
tan (1 shih tan = 100 shih chin), or 75% of its prewar level. 2]

) 3. Shantung: Aceording to the Chin Yung Jih Peo,
lay 5, the development of american seed tobacco for the year 1948
has already been decided by the Department of Reconstruetion of
the Shantung Provincial Government and the Farmers' Bank of China
on an area of 285,000 mdw with an expected crop of 712,500 tan,
The project however includes districts recently fallen to the
Communistas

Districts . Area (mow) Bxpected Crop (tan)
Weihsien 35,000 87,500
Anch'iu 30,000 75,000
Ch'angle 30,000 75,000 .
Shoukuang 30,000 75,000

=+ Tl 35,000 87,600

(Ts *ingchow)

Linch'u 30, 000 76,000
Lintzu 40,000 100,000
Huant fai’ 30,000 75.000
Ch'angshan 25,000 62,500
TOTAL - 285,000 712,500

Loans f{or the promotion will be made jointly by the
Department of Reconstruction, the Bureau of Tobagco - Improvement
and the Farmers' Bank in the following manneri

For_Rroduction:

Pertilizer loanas @ CN§300,000 per mow CN$85,500, 000,000
rocessings ' '
Goal loans {for curing) 3 CN§250,000 71,260,000,000
' per mow
; TOTAL cN$286, 750, 000,000

From the same report it is learned that the seed
eonservation eentre of Iintau, closed since the Japanese invasion,
will be Teopensd this year under the joint auspig of the School
of Agriculture of the University of Shantung and the North China

o m wm m W v m ow W =
Le

NOTES: 1) Cf. MONTHLY BULLETIN No,V, (Feb. 19427'),‘ Doeument No.32,
“Honan Flue-Cured Tobacco in 1946% by PYeng Hso-1,

2) Shang Pao, June 11, 1947..

prageliroagrew weffvimmrerogturS-iy et ~r it A A it e
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Breeding Station., han area of 150 mow will be used this year to grow
3,000 chin of high quality geed for future distribution. In ansther
report of the Chin Yung Jih Peo May 7, 1048 it was disclosed that
only 100,000 mow of tobacco will be planted this yeer by the Bureau
of Tobacco Improvement in Shantung, with o loan of CN$1l9,000,000,000
to be granted by the Farmers' Bank of China.

. 4, Kweichows “he output of Kweichow leaf of
American origin is estimated to have reached 35,000,000 ohin in
1947, during which yeer a large quantity of Kweichow tobaceo was
sent to Shanghai and Hankow. The pudden demend for this type of
tobacco in the zbove mentioned cities was merely caused by the
ghort supply of Honan end Shantung tobaccos. The development of
Kwelchow tobaceco this yenr, #ccording to the project of the Buresu
of Tobscco Improvement, aims at 50,000 mow.

5 gngg%: fne plaptation of American sesd
tobagco was introdﬁce nto Ydnnan fn tQﬂB with initial area of

2,727.85 mow, In 1947, the total area reached 58,302 mow with an
estimated crop, according to the Department of Reconstruction 2f
the Yunnan Provincial Government, of 133,000 tan of tobacec {approx.
17,730,000 lba,g. ) According to the Chin Yung Jin Pao, lay 25,
1948, the Department of Reconstruction of the Yunnen Provincial
Government hes decided to plant 100,000 mow in 1948 providing suf-
fieient quantity of tobacco seeds for distribution, The Department
of Reconstruction, however, estimates that the 1948 crop ghould
reach about. 300,000 mow owing to the increased cuitivation by

-individual fagmers, attracted by the good profit obtained during

the preceding yeers. Thig additicnal plantation may deteriorate

the quality of Yunnan tohecco sinae the seed to be used by these
fermers has been gathersd from lagt year's crop without any author-
i1tative supervision of the suthorities, and is very mich adulterated.
on the other hand, proper government supervision is impossible =3
there ere only & few specialists availeble in this province. The
supply of chemicel fertilizers is elso insuffieient and repe-seed
cake, conmonly used in Yunnan, often either causes red spots 5n

the leaf or makes the leaf grow thiok and of a desp colour un-
bleaghable during the drying process.

The extension of tobacco plantetiocn migut clso
threaten, to = certain -extent, the producti.n of focd grops in
Yyunnan, A reduction has slready been remarked in Yuch'i, Ch'eng-
chiang, Chiangch'uan, K'aiyuan and Huaning where tobaeeo is
dengely cultivated. ’ .

The transportation problem remeins one of the
chief difficulties for the tobacco farmers of Yunnant 95% of their
products depend upon marketing outside the province, The high cost
of freight implies that the Yunnan tobacco will have diffieulty in
comgyting on the Shanghai mrrket with that produced in Taiwan,

NOTE: 1) Other estimates from authoritative sourges put the 1947
crops of Yunnan leaf at about 6,000,000 lbs. only.

A
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Kweichow and Kiangsi, The gituation may have become even worse
when American tobagoo derived from the China Aid Programme is to
. be allocated,

' {t is reported, however, that Yee Tmoong is
planning to establish-a cigarette factory in Yunnan, Only Yunnan
leaf would be used to make cigarettes destined for Southwestern
China,

e & L

NOTE: - YArticles and reports,..." continued,

( ' ¥) Perspective of the Olgarette Industry", Sin VWen Pae,

February 2, 1948.

" Gaographical Distribution of Tobacoco in China", by u
Heush-hsi, the Farmers' Bank Monthly, Februery 29, 1948,
#Cigarette Industry in China with Shanghai a8 Laading
Gentre", Shang Pao, April 7, 1048,

40t garette Industry in Shanghai®, by Huang Yuen, Chin
Yung Jin Pao, April 12, 1948.

-¥promotion of Tobaoco Plantation in Shantung', Chin Yung
Jih Pao, May 5, 1948,

wplan to Inoreage Tobacco Production d Down by the
Ministry of agriculture and Forestry', Chin Yung Jih
Pao, My 7, 1948,

vifarketing of Yunnan Tobaceo Difficult in spite of Good
Produotion®, Chin Yung Jih Pao, May 25, 1948,

#Pobacco Plantation Promoted in Horth Anhwei', Shang
Peg, June 4, 1948,

C ) (Other.articles are mentioned in
the notea of the present study, )
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‘G)‘T]‘ : FACULTE DE DROIT - B8UREAU DE DOCUMENTATION
b :ph ‘i . - (ECONOMIE CHINOISE)
'j,l' . : BECTION DES SCIENCES 3.°¢H;¢g‘|ng NAN LU
X i:;‘:: Lr';‘!': POLITIQUES ET ECONOMIQ'IES TEL. 85781
0 N T H UL Y B UL L ETTI N
. E. S. de BREUVERY
Dean of the Department of Economics
and Political Sciences
. Editor
. B ’ Advigory Board .
A. BOMYICHON .Dean of the Faculty of . o Lo
M, THORNTON Dean of the Department o 88ciology-
A+ SUNG CHIA-HUAI Professor of Chinese Civil Law
MICHAEL W,Y,LEE Resegrch Assiptant, Burdau de Documentation
JOHN T.8. CHEN Research aAssistant, Bureau de Documentation
. SECOND YEAR NO,XIX - June-July 1948
P
Contents
. DOCUMENT NOs,
- : 10l. Analysis of the Patent Law, :
< 102. Activities of the Farmers' Bank since the Victory,
STUDY NOS.

XvVIiI, giggretto Il(:‘luu'try in Shanghai and Tobacco Problems in
( XVIII, - The Rubber Industry in China,

ANNEX ‘NOS. -
LVII. Rules Governing the 4pplication of the Revenus Stamp
Duty Law,
LVILlI, Commodity Tar Regulati ons,
LIX, Regulations Governing Appliocation for Registering
Profit-seeking Enterprises and Business Offices of
Memhers of liberal Professi ons,

IX. Rules Governing the Collection of the Business I.ieenoe‘
Tax in Shanghai, . ] .

! 'w
As the "Bureau de Documentation" will be closed
- for two months doring the University vacation, the next number of
4 the MONTHLY BULLETIN will appear only on the 20th of SEPTEMBER,

" SEE PAGES II & III for five important notes.
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3.

Ir.
EDITOR'S NoTES

ON THZ iNCOUE TaX LaW revised and prozmulgated by the National
Government on the 1lst of Aprii 1948 ‘see Konthly Bulletin Nos,
XVII & XVIII - spril & iay 1948 - arnexes L & LIILj.

- The revised text of artiale 1CX mentioned in the
Note on P.5 of Annex LIII was promulgated by the National Govern-
ment on tay 1l4th 1948 (cf, Weekly Review of Laws, June 9th 194&).

ON THE CO.1f0DITY TaX FKEGULATIONS revised and procmulgated by the
National Government on the 2nd of anril 1348 (see snnex LVIIT

in this issue).

A ravigion of Articie L4 was promulgaled by the
National Government on LBy 1%th 1948, tne revised text being
as.follows (cf., Weekly Review of Laws, June 9th 1948):

“"The Fa Huan finee and ~onfiscation provided fcor
in the preceding three Articles as well as the closing doun of
business mentioned in the preceding Article shall be enicyroed
by court ruling.

. "An appesl may be filed either by the commodity
tax office or by the person under gentence within five days !
after service of the above-mentioned +wuling. But no further
appeal may be made."

ON THE REVENUE STaul DUTY La¥ revis<d and promulgated by the
Notional Government on the 3rd of april 1948 (seé Zonthly Bul-
letin No, XVIII ~ iday 1948 - annex LVij,

The Ministry of Finance, in its ordinance Chih ILL
Tzu No,84790, dated kay let 1948, gave the following explzana-
tory EXauFLES in arder to clarify the provisions concerning
“documents of principal debt and accessory debts" in the 3rd
paragraph in the Annotation column under item 6 "Contracts of
Loan or Indebtedness or Deeds of Pledge" of article 16 of the
Revenue Stamp Duty Law. (cf. Shang Pao, Shunghai, Hay 23rd 1948).

a) Suppose thas Mr. a and Bank N conclude a Co:.-
tract of Call Loan which authorises A to draw money on N up *f2
an amount of CN$100,000,0003 and . issues & Receip' for iloner
each time he draws any sum on N: the Contract of Czll Loan will
be & Document of Principal Debt and sholl bear revenue stiames
eccording to the provisions in item 6 of ihe Tzdle of Duty Rates,
while the Receipts for ioney, being Documents of Accessory Jebi.,
shall bear revenue stomps as provided in item 11 for Documents
for Withdrawel of Money. When no genersl Contract of Call Loan
has been signed between A and N, but the conditions of credit
and date of repayment are specified each time on the Re~cipis Jor
Monzy, then these Receipts will be ccndidered as Documents of
frifiipaé Debt and will have tc bear revenue stamps as provided

n en 6,

. b) Debtor B draws on his Banker O a Tims sraft re-
quiring a certain payment *2 be mede %o fOreditor C, and C regrests
0 to accept the Draft. Herv agaln two hypotheses are possible:
First, if B and O heve previously signed = Contract of .cceptz:nce
authorising B to draw orders on O for accephance, within an
agread 1imit, this Contract will be o Document of Principal Debi

- - - D i e o B W s S e e 1200
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whereas the Draft will be only a D::uneni of ancessory Debt.
the former being liable for the revanve stamp duty as provided
in item 6 of the Table of Duty Rates and ths letter as provided
in item 11, On the contrary, if no previosus Coniract of Accep’-
tance has been made, then the Dcart Lts2if, beingz a Document

of Principal Debt, will have fto bear revenue stamps as provided
in iter. 6, In both.cases, B ig respongivis for effixing the
revenue stamps, and no further affixing .1 stanps by O will ne
necessary when performing the act of acceptiance which merely
serves to complete the effec* of .t he vraft,

¢) r._D, after hWaving eigred a Contragy of Tiz-
count wi-th Bank P, Ies gp Ybanse uf dank &, 4 gend:
: it to P to be disc pdi-ta il oan:, the Contrzetfpf Dis-
CRUE count will be a Dorpament of Principal Debt and must Unevefore
& bear revenue stamps as stipuiated in item €, while the ~ccep-
tance will be a Document of srcessory Dszot, bLeing subjec® Lo
the revenue stamp duty as under item 11l. But, s3uppose that,
not having siguned any Contract. D directly prezecnis an Accep anve
to P for discounting: then in view of i*s servi:rng as a knd =¥
certificate of loan, the Acceptance will have tc beur revenuz
stamps according to item 6.

d) Debtor E accepts a time draft which Crediior F
has drawn on me thia Trade Acceptanze, serving to reccanise
indebtedness, is to be considered as a Dosument of Prinsipal
Debt, and the acceptor E has to affix revenue stamps theveun
aceording to the provisions of item 6, If F signs a Coniracth
of Discount with Bank R befolre presenting the scceptance to be
discounted, this Contract, ueing also a Document of Princinal
Debt, shall be subject to the revenue stamp duty as provided
in item 6, But conversely if F discounts the Acceptance withrout
having made any contract beforehand, then new revcnue stamps
will have to be affixed on the Acceptance for the new obliiga-
tion established on it. (cf. annex LVII in this isaue. “"Rules
goveruing the application of the Revenue Stamp Duty Taw? pro-
mulgatad by the Executive Yuan on the 2Gth of April 1948,

4 Article 14).

4. O THE REVENUE STauff DUTY La¥ revised aznd promulgated by the
National Govarnment on the 3rd of april 1948 (see ionthly Bul-
letin No,XVIII - .ay 1948 ~ snnex LVI).

An error has been found in item 17 of the Table of
Duty Ratesof article 16 (p.l2 of the arnnex): the amount of
EXEiPTION should be “total amount less than $5,000" Instzed of
Slesa than $10,000",

5. ON DOCUMENT N0.90: - "COAL xINING AND COAL POLICY TN CHINa 1928-
1948 (CONCLUDED)"* (ionthly Bulletin No.XVI - March 1943},

There is & misprint in the ~Remarks® column.ca :.1:
.the number of the Document forming the first pert of tre
Article should be “87" instcad of "ga4,

~ . { End )
—
s . .
. e — g e ———————————— e e Y i s Al it e g
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The MONTHLY BULLETIN is edited by the PBUREBAU DS
DOCUMENTATION® of the Department of Economics and Pelitical
Sciences, Aurora University (shanghat ). .

Part of the work of the "BUREAU DE DOCUMENTATION"
is the gystematic filing of all artioles in the chief Chinese
reriodicals (monthly, weekly and daily ) which deal with the econvmic
and finanoial life of the Far East. References on any subject can
be found immediately by means of a detailed card index.

The aim of the BULLETIN, which eppears on the 20th.
of each month, is to put at the disposal of foreigners the economic
and financial points of view expressed in articles in the Chinsse
reviews. A certain number of these articles are carefully chosen
and reproduced each month in English, either in full translation
or in the form of digests.

. Each article translated or summarized is published
separately under the heading "DOCUMENT No...." s0 as to enable
each reader to classify them according to his personal system.

A classified index will appear at the end of each year.

{ Where several articles on the same subject are
written from widely divergent points of view the BULLETIN sum-
marizes these points 6f view under the name "STUDY, No.,.."

When it seems advisable the BULLETIN adds to these
Documents and Studies the translation of relevant laws or adminis-
trative acts, whioh form "Annexes® to the Documents or Studies.

The BULLETIN is being published to meet a definite
need and any suggestions as to the best way of meeting that need
will be welcomed, " -

Though the selection, translation and summarizing
of the articles and other texts is done under the authority of the
Dean's Office of the Department of Economics and Political
Sciences, the authors, whose names appear on each Document, Study,
and annex, are alone responsible for the statements of fact or
opinion exprecsed‘'in them,

3 ‘ A8 regards the REPRODUCTION of translations and
digests published in the Bulletin:

1. The Bureau of Documentation reserves to itself the right of
permission for the reproduction of its Documents, Studies and
Annexes, either in whole or in part, in journals or reviews
published in the Far East.

2, There is no restriction on the reproduction of articles from
thg,Bulletin in other countries, but any editor making use cf
th;s Privilege is requested to send to the Bureau of Document-
ation a copy of the review or journal containing the reproductiox,

$. BEvery reproduction should be preceded or followed by the
aocknowledgments ®From the MONTHLY BULLETIN published by the
g;re;; gf Documentation (Chinese Economics ) of Aurora University,
, Bhanghai®, .

L_épprjg_ved For Release 2001/09/04 : CIA-RDP80-00926A006900050002-1 ___’J



n

Approved For Release 2001/09/04 : CIA-RDP80-00926A00¢ 02-1

—_—

I

2

.LIST OF CHINESE PERIODICALS
RECEIVED AT THE
"BUREAU DE DCCULENTATION"
{June 20th. 1543)

SUsFEFRLY REVIEWS

Economi¢ Development Quarterly
(Kiangsi )

Spinning,Weaving & Dyeing Juerterly

(Ching Chien Chi K'an)
(Fang Chih Yen Chi K'an)

YONTHI L REVTILIS

Banking Information
The Central Eank ef Chine Monthly
The Chekiang Economic Review
% Chemical World T e
' China Industrigl Development -
Tha China Textile Review
The Commercial Bulletin
The Commercial Researotn XMonthly
Economic Reconstruction
Tho Parmers' Bank Monthly
The Financial Review
The Hopeh Provineial Bank Monthly
The Industry lMonthly Magaaline
The Juristic &Eoonomic Review
of Aurorg University
The Lih Hein ifonthly Review
The Native Bank Monthly
Nationel Reconstruction
Oriental Review
The Rural Affairs uonthly
Scientific China sonthly.
. Textile Reconstruction sontihly
i The Textile Review ,

The Business World
The New China Magazine

(vin Hang T'ung Hsin)
(Crung Yeng Yin Hang Yueh Pac;
i+ iang Ching Chi) ’
fna Heueh Suih Chieh)
Kung Xwang Chien 5ha)
iCh'ien Wei Hung Yeh)
Shang Yeh Tac Pao)
Shang Hsueh Yen Chiu)
Cring Chi Chien She)
Chung Nung Yueh K'an)
Ts'ai.Cheng P'ing Iun)
Hopeh Sheng Yin Hang Yuch K'un)
Kung Yeh Yuch K'sn)
Chen Tan Fa Lu Ching Chi
Tsa Chih)

Lih Hsin Yueh K'an)
Ch'ien Yea Yueh Pao)
Cnung Kuo Chien She)
Tung Fang Tsa Chih)

Nung Ts'un Yueh K'an)

Ke Hsueh Ta Chung)

Fang Chih Chien She}
Fang Chih Yen)

SEII - HONTHLY REVIEWS
{Kung Shang T'ien Ti)

Hein Chung Hwa)

WEEKLY REVIEWS

The Bankers' Weekly

The Central Bank Weekly
The Economics Weekly

The Economic¢ Review

The New Road

The Textile Weekly

The Weekly Review of Laws

Yin Hang Chou Pao)
Chin Yung Chou Pao)
Cning Chi Ghou Pao)
Ching Chi P'ing Lun)
Hain Lu)

Fang Chih Chou K'an)
Fa Ling Chou K'an)

DAILY PAPERG

-Ghin Yung Jih Paoc - Chung Yang Jih Pao - Shang Pao - Shen Pao -

Sin Wen Yao - %Ta Kung Pao
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BUREAU DE DOCUMENTATION
(Economie Chinoise)
280 Chungking Nan Lu (Dubail)
Tel:85761 .

Rules Governing the Collection of Annex No,: IX
the Business Licenee Tax ‘I'n Shanghall*
4= : - Annex ogoncerneds
Promlgated by the Shanghai Munieipal No,XXXIII,
Government (date unknown)
MNunber of pages: 4

Published in Shang Pae (Shanghai).
June 14th 1948. Remarks: Translated by

our” Legal Departmerz,

Rt

RULES GOVERNING THE COLLECTION OF
THE BUSINESS LICENCE TAX L[N SHANGHAIL

Artiele 1. _ ,
These Rules are laid down in eonformity with the
provisions of article 16 of the Business Ligence Tax Law2),

article 2,
Besides being governed by the provisiens ef the
v Bunneuu Licence Tax Law, the collestion of the business lieence
tax in this munioipality shall follew the provisiens of theu
Rules.

. Article 3,

{ 1) Any ene whe undertakes any ecemmprelal dbusiness
within this muniecipality, shall, acecerding te the previsiens of
these Bules, obtain a busineses licence tax applieation ferm from
the Bureau of Finanee which he ghall fill-in fully and sccurately,
Only after fhis haa been approved, the tax paid and the lteence.
obtained, shall the business be allowed to open.

2) Any commercial business which was opened
before the enforcement of the Business Licence Tax lLaw, shall,
within the time limit preacribed by the Bureau of WMnanes, ob-
tain a certificate from its guild, submit a supplemsntary report,

EDITOR'S NOTES: 1) The toxt of the present Rules was sent by the
Bureau of Finance of the Shamghal Munioipality
to the 8hanghal Munioipal Chasbier of Commcrce
on the 1lst of June 1948.

2) The Business lLicence Tax Law was revised znd
promulgated by the National Govermment on the
14th of November 1947 (see Monthly Bulletin
No.XII - Nov, 1947 - Annex XXXIII ).

L T —mm .~ .-
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make payment of the tax and obteir %ha licence,

3) The Bureau of Finance shall, within one month
after receiving the application for a business licence, either
igsue the licence or give an offizial reply.

.

Article 4. :
1) Tho business licence shall be reneweé. once a

year, and the levy shall begin in Januaryj if any business is
epened after July, only half the tax gshall be collected,

2) applicacts for busiriess licences shall sent
their opplisestions to their own guilds to be staemped and certifi.d,
Those who have not yet icined » guild, may provisionally have them
stamped by another shop as witnzsss butl the licence cannot be re-
newed without a certificate from a gv id.

Article 5.

: The business lisence tax shall be zolleoted ac-
sording to the scale given on the attached table,l) cCapital
amounting to less than One Million Dollars, shall be exempted
from tax, .

aArticle 6, .
The amount of capital of any person engaged in
business, shall be-determined by the following rules:

1) If the business man has genuine and legal
dosumentary evidence (such as share certlficates or original
account books), the amount of capital set down in these documents
may be taken as basis. \

2) If there is no documentary evidence, the amount
of capital as reported to the Bureau of Direct Taxation, shall be
taken as basis.

3) If there is no way to find out the amount of
capital reported to the Bureau of Direct Taxation, then the busi-
ness licence tax shall be collected according to the amount paid
in the preceding year applying the multiplier for the current
years but this shall not apply if an alteration of the amount of
oapital has been previously applied for and approved.

~ 4) If the amount of the capital is toq far re-
moved from its actual (value,; or if owing to special circumstances,
it cannot be detersinad, the case shall be forwarded for decisicn
to the Deliberative Committee on Taxes and Dues,

5) If foreign merchants report their oapital in
terms of foreign currency, it shall be converted into the National
Currency at the rate determined by the Equaligation Fund Commi ttee
at the time of reporting.

. The amount of capital as mentioned above shall be
the amount of capital originally invested or the paid-up capitel

plus reserves and undivided prefitss "Undivided profits® means the -

remainder after the final settlement of accounts of t he year, and
after the profits have been distributed among the shareholdersg

EDITOS'S NOTE: 1) See p. 4,
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which is carried over as undistributed-profit to the next hualf year.

Article 7.

[f any business man operating a business, has
established different branth shops within this mubicipality, their
oapitals shall be kept ceparate and they shall be taxed severally
and eaoh receive its cwn licence. If this separation cannot be
made, the principal store may report the tvtal amount of eapital to
the colleoting office in the district where it is located, and
separate licences shall be issued, Separate fees may be eharged
for the cost and labour of esach licence. In the case ef brokers
and commission agents, a certificate from the guild shall be
submi tted,

article 8.

Only those buscinesges which hold legitimate docu-
mentary evidence and which have been approved by the Bureau of
Finanoe, shall be granted a reduction or exemption according to
the Business Licence Tax Law,

Article 9.

If the game commercial firm concurrently manages
two or more types of business, these shall be elearly mentioned
when submitting the report. No alteration shall be made, which
hag not been previously reported and approved.

. . Article 10,

If a bualness man changes the type of his business
or the name of his shop, increases its capital, reorganises, re-
moves to snother location,. or resumes his business or takes over
the business of another person: a new application shall be neces-
sary only in the case of removal or resumpticn of business; in
all other ¢ases, the original liocence together with a certificate
from the guild shall be submitted to the Bureau of Finance for
examination and approval, and then a new tax shall be paid for a
new licence, But in the case of change of the type of buainess,
inorease of capital or reorganisation, the amount of tax originally
paid may be deducted.

Article 11.
When a business closes down, ths licenoe which 1t
‘: has received, shall be handed over, within one month, to the Buresu
of Finance for sancellation,

Artiecle 12,

The bueiness licence shall be hung in a conepi-
cuous place on the business premises 80 that it may easily be
investigated at any time. It shall not be damaged or defaced.

If it is lost, an announcement shall immediately be made in the
newspaperss then application together with a certifisate from ths
guild or from another shop shall be submitted to the Burgau of
Finance for examination and for the issue of another licence.

Article 13.

Businesd men shall, within one week after receiving
the notice of payment, make full payment of the taxs and shell
then, by presenting the certificate of payment, secure the busi-
ness 1xcence. If payment is not made within the prescribed time
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limit, an additicnal payment of a Fa Huen finel) equivalent to two
tenths of the amoun% of “ax pavedie shall be imposed for every ten
daye' delay, until the del:y Teacnes its fiftieth day. If over
two months elapse witho:t full payment being made, the business
shall be closed; &nd ihz cverdue tex and fine shall be made good
berfore the business is ailowed to reopen,

Article 14,

If any business man has to close down his business
as punishment for having violated the provisions of any other law,
the business li.ence whrich h: has received shall immediately be
cancelled,

Article 15,

Fs Fuan fines in connection with the business
licence tax shall be goverrz2d by the deasures governing Fiscal Fa
Huan Fines.

Article 16,

these Rules which have been laid down by ths
Bhanghai Municipal Government, shall be promulgated and enforced
after having been passed by the iunicipal Council and submitted to
the Ministry of Finance for confirmation,

]

Table Showlng the Scale of amounts of Capitgl
Subject to the Buginer: Licence Tgx in Shanghgi

Amount of Capital Amount of Tax Remarks
$ 1,000,000 up to $ 2,000,000 $ 3,000
g 2,000,000 up to -$ 5,000,000 $ 6,000
5,000,000 up to §10,000,000 5,00Q
0,000,000 up to $20,000,000 30,000
0,000,000 up to $50,000,000 $60,000
More than $50,000,000 3 per mille of the
) amount of capital
( Ena j

N

- ® e = e = o = e

EDITOR'S NOTR: 1) Tw: tez1m Fa Huan 13 used for a fine of a civil

) character vnd.. civil law, or of a fiscal cha-
racter, impr-:d for breaches of taxation laws; in

both cases it is imposed for offences which do
not come under the penalties of the criminal law,

~
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BUREaAU DE DOCUAMENTATION
(Economie Chinoise)

280 Chungking Nan Lu (Dubail)

Tei:85761
Topie: Analysis of the Patent Law, Document No.: 101
Author: Prof, Sung Chia-Huai. Nature: Translation
. partly abridged.
Periodioal: Juristic and Economic
- Review, aAurora University Number of pages: 25
(Chen Tan Fa Iu Ching .
Chi Tsa Chih) Remarks: 4 part of
' the original text
Date of Isaue: June 1948, branslated below

is still in cours:
of publigation.

ANALYSIS OF THE PATENT LAW 1)

. Industry is not yet highly developed in China and
inventions are fewjy nevertheless the patent system already has a
relatively long history in our sountry. Before the Republic was
one year old, on June 13th 1912, the Kinistry of Industry and Com-
merce promulgated a Provisional Ruling on the Encouragement of
Indystrial Products, which came into force on the 12th of Decenmber
following: it provided a monopaly of sales granted to the invesitor
for a meximum of five years, of all products resulting from a new
invention; and a certificate cf praise granted to the author of
improvenents.

This ruling was revised on umarch 31lst 1922 under
the namg "Ruling on the Encouragement of Industrial Products" 3

+ two types of patents were recognized, one of three years' duration

and one of five,

after the inauguration of the National Government,
in June 1928, a new "Ruling on the Encouragement of Industrial
Produsts® was published, which recognised ;four types of patent,
for fifteen years, ten years, five yYears and three years; but i:
1930 thia was abrogated, causing a temporary break in the patent

-syatem, On September 30th 1932, the Government published 2

*Poovisionel Ruling on the Bncouragement of Industridl Technique"
which re-established the patent system, This was revised on April
6th 19393 a patent for new patterns and one for new designs were
added to the existing patent for new inventions., On January 6,

- e m e W = w owm oe o=

NOTES: 1) The Patent Law promulgated lay 31, 1944, and the Rules
of Application, promulgated Sept. 24, 1947, will come
into force on Jan, 1, 1949,
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1941, a further revision was publisi:ed whioh is still in force,

It is in application of the pr»~visions of this Ruling that the
granting of patents is now being organised by the &inigtry of Eco-
nomics and the sinistry of Industry.

Besides the granting of patents according to the
Ruling on the Encouragement of Industrial Technique, already quoted,
verious iinistries have published rulings for the encouragement of
the type of enterprise coming under their competence. The most
important of these are: the "Ruling on the Encouragement of Com-
positions, Inventions and Works of art®, published in 1941 by the
Ministry of Education; the "Ruling on the Setting up of a Comni-
gsion for the Reward of :filitary Inventionsg', published in 1941
by the War Office; the "Ruling on the Encouragement of .edical und
Pharmaceutical Technique" published by the National Bureau of
Hygiene; the "Ruling on the Collection of Works of Hydraulie Uti-
1ity" published by the #ater Utilisation Commission; the "Ruling
on the Encouragement of agricultural Research®, published by the
Hinistry of sgriculture and Forestry; and the "Ruling on the En-
couragement of Aeronautical Industry" published by the Commission
on Aeronautics 2),

The Prov1sional Ruling on the Encouragement of
Induatrlal Tedhnique only deals with the protection of inventiors,
patterns and designs made by Chinese subjects, The first article
expressly states that "Citizens of the Chinese Republic engaged in
research on industrial technique may, according to.the provisions
of this Ruling, apply for ‘encouragement' for any of the .following:-

a) any new invention in produots or methodsi

b] sny new design of practical utility in form, structure,
installation or adaptation of objectsj

c) Any new pattern of aesthetic interest in the form, colour
or arrangement of objecbta".

Nothing is stated as to protection of inventions
made by foreigners in China.

In the older conmercial treaties between China and
other countries, there was sometiies a reciprocal recognition of
patents, for example in Article 10 of the Supplementary Sino-ameri-
opan Treaty of Commerce and Navigation, of Oot., 8th 1903 s-

YThe Government of the United States of America
agrees to issue a Certificate of Invention to any Chinese citizen
who has registered “is inventions in the U.,5,4,, in order to safe-
guard his right to hold and utilise (these 1nvent10ns) The Gov-
ernment of China hereby promiaes also to establish in the future
& special Bureau éYamen) in charge of inventions, and, after this
competent Bureau (Yamen) has been erected and a special law gov-
erning inventions laid down, to issue Certificates of Patents to
citizens of the U.S.A. for the protection of their rights, upon
their payment of the prescribed fees, and provided that these

NOTES: 1) Cf. "Chinese Economics during tHe Last Ten Years",
published by the Chung Hua Book Co,, article on ¥Industrial
Potents in the last ten years! by ifr., Wu Chen Lo.

2) Ibid, p. 1, Note 2.

- e 0 0 o e 1 (e O et e e o e e e - - -
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inventions have already securac artificates from the U.S,A. 3 that
they do not conflinat with previous srvertions of Chinese citize:s
and that they are articles which can be legally bought and sold in
China., BEach will be only For a ;razscribed number of years, this
being always the sare as for Patents grante: to Chinese citizens",

Although the above text has not been reproduced
in many other commercial treaties, foreigners cf other countries
can apply for patents in China by invoking the 'moat favoured
nation'! clause.,

At firsl the Shungnai Customs dealt with the
queation of application fer patents by foreigners; then,in 1623, . .
the former Peking .finistry of agrienlture and Commerce authorised
foreigners to declare the:r inveniione there; and in 1927 a "Ruling
on the Provisinnal Registration of Foreign Patents" was promuigated.
Since the formation of thre National CGovernment the drawing up of
a Ruling on Patents applicable to national and foreigners alixe has
often been proposed, and such a ruling was actually plannedj out
the Ruling on the Encouragement of Industrial Technique, gucted
above, which was promulgated and ceme into force on Sept. 30, 1932,
ig 8till dominated by the idee c¢f protection and gives the rieght
of application for patents orly to the Chinese 1),

It was only with the promulgation of the Patent
Law of 1944 that the 1ight to apply for patents was extended to
foreigners, according to article 14 of this Law 3 "any appiication
for a patent made in the Republic of China by a foreigner, on the
basis of a treaty for the reciprocal protection of patents shall be
made under the present Law'.

In the new Sino-american Commercial Treaty of
1946, the reciprocal protection of patents was again provided for
in Article 9 ¢ -

’ "Nationals, corporations and associations of
either High Contracting Party shall be accorded within the terri-
tory of the other High Contracting Party effective protection in
the exclusive use of inventions, trade-marks, and trade names,

upon coimpliance with the relevant laws and regulations, if any,
respecting registration and other formalities which are or may
hereafter be enforced by the duly constituted authorities; un-
authorized manufacture, use or saie of such inventions, or imd ta-
tion or falsificaetion:of such trade marks and irade names, sha:l
be prohibited, and effective remedy thersfor shall be providzd by
civil action....In any case, the nationals, corporations and
associations of either High Contracting Party shall enjoy, through-
out the territories of the other High Contracting Party, all rights
and privileges of whatever nature in regard to copyrights, pitents,
trademarks, trade names, arnd >ther literary, artistic and indus-
trial property, upon compliance with the relevent laws and regula-
tiong, if any, respecting registration and other formalities ~

- = w oe m e m o= o=

NOTE: .1) The Lew on Trademarks, prcmulseted on ey 6th 1930, alresad -
provided for the protection of foreign trade marks.
article 5 stoates that g - "Foreigners who in virtue of =
treaty providing reciprocal protection of trademarks,
wigh to acquire an exclusive right to the use of their
trademarks, must apply for their registration according
to the provisions of this Law'.
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which ere or mey hereafter be erferced by the duly constituted zu-
thorities, ugon terms no l:ass fovsirchle then z2re ¢r may hereafter
be acgorded to the nationals, corporasions and sgsceciztions of +he
other High Contracting FYarty, und, in regerd to gztents, tradem.~¥3,
trade nemes znd other indusiri+! greperty, ugon terms no less Szvour-
able than are or may herearier . wc3:vdsd %0 the natiorels, corr-
orations and associations ¢Z any *hird counsry",

On Sept. 24, 1947, ths Governrent promulgated
"Rules for the application of the Patent Lew", znd it was cecid:z

- that the Law and fthe Rules sheuld coms into force on January lst

1949,

With regard to the duration of patents, undev the
Peking Government the maximum wes five yeers, according to the
Rules of 1928 it wes fifteun years. Uuder the kules of 1932, s1:1:
in force, patents for inventions .iast for ten yeurs, thcsge for :
designs for three or five years cnd thcse 7or new pat“erns for

years, When the Petént Law comes into force ir. 1949, the durLt=r;

of the patents for new inventions will be fiftcen years., (s#rii
6 8 II of the Law). Therefore at the present momeni only the u-.-
tents for inventions granted during the lszst ten yeers sre vsiid
the others ‘are obsolete and have become public property.

During the last ten years only 160 patents have
been grunted for inventionsi that is, an average of 15 per yeaor.
There have been only 8 patents granted fo. new paettezrns; the largest
number is 410 for the petents for new designs, but as the conditi o
for obteining these are nuch wider then for patents fer inventions,
they zre relatively easy to obtein. In eny case 410 is not a very
oonsiderable figure and gives an.average of only 41 per yeer.

Before the Law on Patents was drawn up, the Jiniatry
of Economics appointed a Research Commission to collect the laws or
all other countries on patents and all relevant books of reference
in order to study and collate ““:em, A questionnaire was also pre-
rared on ten important points concerning patents and scientifis ing-..
titutions anc specialists were asked to give their opinions, In
this way the new Law was based not only on the exigting laws in
other countries but also on the special conditions exigting in Chin:;
it was a very thoroughly preparsd decument.

Where the Provisional Ruling on the BEncouragement
of Industrial Techrique - hereinafter referzed to as ‘the Prcvisionel
Ruling' - combined in the same .orticles previsicns common to in-
ventions, designs and patterns, the Law on Patents - henceforth
briefly described as 'the Law' - devotes a separate chapier to
each, which greatly clarifies the presentation. w#e shzll therefcre
follow the provisions of the Law, discussing first inventions, trexn
designs and finally patterns 1l

I. - Inventions,

ifeaning of the Term Tnvention, and oprlizatiza
for Jatent,

'

NOTE: 1) In transla*ing the various articles ¢f the Patent Law
quoted in this ariicle. we hcve in general toilowed =i
text of the translation of tWe British Chanber of Com-
merce in Shanghai.
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1, Definiticn: -

The Chinece Legislator makes no attempt to define
the term invention, knowirg thi® any such attempt would be 1ocmed
to failure. He simply refers to the concept accepted by jurists
and by the legislations of all cnuntries, a concept which tends 1o
be everywhere the same, with nccasional variants of detail. .
“Invention" before the Law means 10 morc +f.evrefore than what is
universally recognised as such. But the Lav alds two qualifice-
tions if the invention is tc be patentable : it must be new and
it must have industrial value, This coineides more or less with
the deseription “"new and uaeful® given in %he American Law {Ra-
viged Statutes of the United States), It is well to note that
these two gualifications, “nev' ard "of industirial value' are then-
selves not susceptible cf exa:t definition 1],

I, . X N :
The Law is satisfisd therefere with the laying dowt
of certain negative conditions whose presence prevents an inven-
tion from being new or from c53e8sing industrial value,

A, =-*Negative conditions against the
novelty of an invention.
’ according to Article 2 of the Law, an invention
is not new in any of the following cases ! -

i/ If Vprior :cec the appiication it has appeared
in print or has been publicly used in China, so that imitation by
others is possibles but this shall not apply if it has been nade
public or uged only for purposes of research or experiment and if
application for a patent ig made within six months of its being
8o published or used for the first time"., The Law does not go
into detail concerning the publication in print nor mention whe -
ther this refers to publication in China or abroads according to
e literal interpretation of the text all publication, whether in
China or abroad, is included. #ith regard to usage, it must be
used in China &nd in a public manner, 80 that even public usage
abroad, though it “"makes imitation by others possible", does not
prevent the invention from being patented. It is impossible hovi-
aver, absolutely to forbid an inventor to publish or publicly use
his invention with a view ko raking it practical or to improving
it before applying for a patent. Such publication or use is
therefore allowed “for purposes of researco or experiment®, with
the restriction that "application ifor a patent must be made within
six months of such publication or use."

ii/ If & "patent hes previously been granted on
a gimilar invention". It is clear that any invention which has
alresdy been patented cannot be new,.

NOTE: 1) As soon as the Chinese jurists begin to comment on the
1sw, they will certainly propose definitions both for the
term tinvention' and for the two qualifying expressions:
but these definitions will be borrowed from the foreign
legislation or the tex: book of foreign law preferred
by the author and w*" . have no authoritative value.® For
this we shall have to wait until ihe three exprecsicns
are defined by the official Eureau charged with the
granting of patents, or the Jurisprudence of the Supreme
Court, or by an Interpretative Decision of the Judicial
Yuan,
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iii/ If "epplication for a patent has been made to.

i a foreign government more than one year previously". Legialators
in all countries have found. difficulty in this question of patents

already patented in one country may easily be imitated in another,
and on the other hand an inventor cannot possibly present applica-
tions for a patent simultaneously in every country in the world,

the Convention of Unidn for the Protection of Industrial Production,

signed at Parii on March 20th 1883 and last revised at London on
Jube 2nd 1934 1), lays down in Article 4. A (i) that “anyone who
has regularly registered a request for a patent for an invention,
a pattern a design for an industrial model, etc.... in one of the
pountries of the Union, or his assignees, shall enjoy & right of
priority to make the same registration in the other countries,

within the time-limits stated below" article 4, C, (i). "The

time limits for priority mentioned above shall be twelve months for

: patents for inventions and patterns and six months for industrial

: designs and models". acting on this provision, the American Law,
Section 4887, lays down that an invention cannot be patented in
the United States if the inventor hes already taken out a foreiagn
patent whose registration dates back more than twelve months be-

b fore the american application. In other words if anyone waits ubre

than twelve wonths after the first application, made aebroad, before
registering his application in the United States, he can only obtain

his patent if none of his applications made abroad have yet re-
‘sulted in the granting of a patent.

The Chinese Law is still more severe, since if

an application has been made abroad, more than one year earlier, it

ig sufficlient to destroy the novelty of the invention, without
raising the question whether the foreign patent has actually been
granted or not,

L This proviaion, though quite defensible in itselfl
and based on the Convention of Union, may nevertheless reise some

practical diffioculties, at least during its first years of enforce-

ment.. Actually few Chinese inventions seem to have been patented
abroad and the provision falls mainly on inventions made by for-

eigners and already patented by them in their own countries. Accord-

{ ing to this provision foreigners who have already registered a
: request Zor a patent in another country should, within twelve
months of that request, present another in China, on pain of for-

feiture. But the procedure for granting these patents takes some
time and it is guite posgible not only that the first application
made abroad may not result in the granting of a patent within
twelve months but that it may end in failure. If therefore the
inventor must present another application in China even before
the foreign patent has been granted, this may cause him needless
expense, if for example his application is refused both abroad
and in China. This is all the more probable since given the quasi
uniformity of patent lawa, the same application is likely to have

1) The Convention of Union of Paris, sarch 20tn, 1883, for the

Protection of Industrial Ownership, has since been revised
gseveral times at international conferences (Brusaels, Dec. 14,
1900 Washington, June 2, 1911; the Hague, Nov, 6, 19253 Lon- .
don, June 2, 1934). The acts adopted by these conferences only
come into force in the member countries after they have been
ratified by the Government concerrned. China was not among the
39 countries who had signed the Convention before the War.
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the same result in different 'coun’zies,

The americzn system, by which if a patenf has becen
applied for abroad more thali a Yeer rreviously, the application may
be made in the United Siates u lers a foreign patent has actually
been granted, seems more edaptable,

S :

The most merious point is that the new Chinese
law only comes into force on the ist of January 1949 and there is
no indioation whether foreigners can a%: the moment patent their
inventions in Chine, since the Provisional Ruling, actually govern-
ing all matters of patents, gzive this right to Chinese only, as we
have said above. BSince mest fereign inventions have been patented -
abroad for more than a yeer, ¢learly the applications for these :
patents date back longe» than a year; therefore patents will not be-
sble to be taken out for them in China, since more then a year will
have elapsed between the applicationh mede sbroad and that made in
Chine. Horeover fundamentally if there has been a delay in applying
for the Chinese patent this carnol be imputed to the foreigner wno
makes applications it seems only fair therefore thet at least for
the first few years of the”Law's application this rule should be
waived, Another solution would be, since reeiprocal recognition
¢f petent rights is baseéd on a treaty, to insert in treaties tc be
made with foreign countries a speeciel clause to set right the in-
conveniences of Article 2.,.. in thepassage with which we have
been dealing.

iv/ If "it has been exhibited in a government
sponsored or authorized exhibition and application has not been
made for a patent within six months of the opening of the exnibition".
Exhibitions are extremely useful and inventors should be encouraged
to show their inventions, The inventions must therefore be protected,
but on two conditions; application must be made within six months
of the exhibition's openings and the exhibition must be organised
or approved by the Government, .

v/ If "prior to application for a petent if has
been seoretly manufactured in large quantities for purposes other
than experiment". The gbject of this provision is to prevent the
inventor from keeping his invention secret too long, against the
public interest. ’

B, - Negetive conditions which prevent an
T invention from being of use industrially.

Ah invention has no industrial value if it is
impracticable or if it fails to reach thes stage of industrial ex-
ploitation, {(article 3) )

The two thins3 that matter in an invention are
that it should be useful and that it should be applicable to indus-
try. If the first is absent the invention is obviously valuelesstg
if the second, the invention is still in the stage of theory and
experiment and therefore does not yet constitute & technique which
can be applied practically.

Certain inventions althougﬁ'new and of industrial wlue

cannot be patented if they relate to "chemicals 1), food drink and

NOTE: 1) In certain céuntries, as in the U.S.A., chemical products
can be patented. :

MONTHLY BULLETIN NO.XIX - June-July 1948 - Documént 101 - Pgage 7

Approved For Release 2001/09/04 : CIA-RDP80-00926A006900050002-1

*

]



I

articles which are habit forming in continuous uses; drugs and their
preparationy any article produced unler an invention whose use co:a-
travenes the laws anything detrimental to public order, good morals
or health". Artiecle 4, On this point reference to foreign laws
shows that there is local variaticn in the restrictions laid down,

. while the Chinese law seems to have collected these restrictions

and included the:. all.

When "an invention must be xept secret for military
reasons® it is not declared non-patentable as in the cases just
enumerated but "the patent righis and privileges appertaining theres-
to may be taken over by thle Govesinrent!, and to secure the inventor
from loss on thig aceount, & suiteble compensation should te made
to him, (article 5.),furtier, "the Government may restrict or re-
quisition a part or the whele 7 a patent right for military use cr
to meet the requirements o. siate enterprises, with the provisa
that the patentee shall be compengated" (article 72).

2. spplication for -patents,
A, -~ Orgen charged with granting patents.

when an invention has been made which fulfils ihe
required conditions for obtaining a patent, application for one
may be made by the inventor himself or his assignees or heirs, the
right to apply for the pateunt being transferable and transmissibie
by inheritance according to article 7. According to article 1G. of
the Iaw a Datant Office is to be crexted by the iinistry of Kconomic
affairs to deal with all matters concerning the granting of patents:
applications for patenta should therefore be addressed to that
Office,

The Patent Lew was promulgated in 1944 and it was
intended that the Patent Office should be set up in the year after
the war endedj unfortunately for many reasons this proved impossiblc.
In October 1946, to prevent further delay ia the enforcenient of the
law the Ministry of Economic Affairs ordered the Bureau of Trademarks
to take charge also of matters concerning patents. In most coun-
tries, the same office deals with both trademarks and patents, but
in Chinese law the Patent Law speaks of a Patent Office and the Law
on Trademarks of a Bureau of Trademarks. Unless two different
offices are to be set up one or the other of these laws should be
podified. ueanwhile the care of patents has been given by the
Ministry of Econcmic affairs to the Bureau of Trademarks which has
already been in existence in China for more than twenty years and
which was authorized by the Bxzecutive Yuan in May 1947 to set up
within. the Bureau a Commission to_examine rpatents, with Rules for
Organisation in sixteen articles 1), : ’

" B, - The Procedure of application for Patents.

) wApplication for a patent shall be made to the
Patent Office by the inventor or his assignees or his heirs, by
submi tting = written application, a detailed specification, a rlear,
a model or & specimen, together with = sworn statement%, (Art. 12.)

. It may be notzd at once, for these as for all
other documents to be presented to the Putent Office, th=t ell the

NOTE: 1) See below for further detesils.
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documents required by the Law cr by %5 Rules of rppiication “%:
be submitted in making an apjlication ghall he writieva irn the
Chinese language with the excapiiorn of Chinese tranclations of
solentific terms which she)l be acccnpanied by the original terus
in the foreign language. .f the gps~icant is z foreigner and ih=
original documents are in & foreigr ‘anzaage, besides z trans -
lation in Chinese the original shall alszo te subldtieua,” (articlz
3. Rules for spplication).

The points %0 ba given in the detailed specifi-
sation are enunerated in arti:. 2 4 of the kules of applicaticon and
the rules to be observed with regerd to models or specimens in
Article 5,

The inventor s allowad "to hand over the nanage-
ment of his application for a pateni and the affairs uonnect;J ¥il
the patent to an agent" (article 13.) He is ¢f ccurse perTectly
free to manage the affairs for hinslef if he prefers.

C. - The applicant.

The applicant is the inventor himsalf or anyou:
who has acqulred from him the right of application (heirs or
assignees), The Law conteins no conditions concerring the ae:i in-

"ality of the applicants but a foreign applicant must be ablz v

appeal to a reciprocal treaty of protecction (artiecle 14). The
foreigner applying for a patent need not be domiciled in China:
"When a foreign citizen applies for a patent in accordance with
Article 14 of this Law, he shall appoint an agent to act for him
aB provided in article 14 of the Rules for application and ahell

“submit his certificate of nationality. 1In the case of a Ju“ld;val

person, the documehts giving evidence of such juridicel persoxnn’i:i
shall also be submitted". (article 17 Rules of Appiication).
terms of article 14 of the Rules are "Agenis.... shall be restricied
to those who comply with the’ provisions of tne Rules Governing
Agents, The Rules Governing agents shall be drawn up separately",
This provision, reasonable enough when applied to foreigners nsi
domiciled in China, has“no reason when applied to fcreigners wh)
are so domiciled., Yot according to the literal interpretation uf
ghe te{t it applies to all foreigners without cdistinction of
omicile,

If the Law containg no restricticns on the nation-
ality of the applicant, it f{llowz the american law in forbiddiag
any member of the staff of the Patent Cifice, during his term >f
office, to “"apply for a patent or receive, directly or indirszctly.
any right or interest pertaining to a patent, otherwise than by
inheritance". (Article 20). The object of this provision is tc
prevent fraud,

When a patent is applied for for an invertion al-
ready patented or for whose patenting application hes been mac-
abroad, the applicant in China according tu the Chinesze Law, nias"
be “the original applicant who malie the app ication arroad, or :.i:’
lawful assignee (Artiole 19, Rules of Lpp lication). Also “thn
applicant shall state in EJB application the date on which he
filed application abroad, , tre date on whnich the paten was

NOTE:s 1) If this date is more ihan a vzar eaxiier, %he inventaon is
no longer new, acccrding to avticle 2 No.3 o< the Law, as
stated above,

MONTHLY BULLETIN NO.XIX - June-Tulv 1943 - Decuuwent 101 - Pufﬁ a

[ Approved For Release 2001/09/04 : CIA-RDP80-00926A006900050002-1

R



granted, the sections and term oS the patent and whether or not it
has been leased or put ints use by syecia’ pernission, Relevant
documents rust also be sent’. {ariicle 20 ¢f Rules for applicaiion.)

D. - The celicate question whether an-employer
can patent an invention made by his enployee is dealt with as foli-ws.

The Law distingiishes the hypotheses {art.51 f{.):

: i/ If "an invention is made by an employee i:-
the course of his actual umployment,.., the right to patent shall
belong to the employsr,-provided that if a contract exists the

terms of that contract sHiLl bc-cggerved“; .

K ii/ If an invertion is made by the employee but
ig “"related to thc employea's trade..., the right to patent shall
be held jointly by both parties'; '

iii/ If "an invention, unconnected with kis
occupation, is made by an employee.... the right to patent-shall
belong to the employec, provided that where the invention hes in-

- volved use of the employer's materials or experience the enpleir
may use this invention in his own business on the basis of & con-
tract®, In order to protect the employee the’law elsewhere deciarz.
that ®any contract concluded between an employee and his emplcrer
which deprives the employee of any right or interest in his ir-
vention shall be invalid",

e

) E. - The question of priority when two persons
apoly to patent the same invention,

R according to american law the first inventor alone
has a right to the invention which is his propertyjs the criterion
of invention is reduction to practice. 1In Chinese law there is

+ @ differences what counts is not priority of invention but priority
of application, for the Law lays down in article 15 that "where twc¢
or more persons apply separately for patents on the same inventiorn,
the patent shall be granted to the first applicant. Where appli-

_cations are made on the same day the applicants shall be instructed

! to reach an agreement by mutual consent., If they fail to reach an

agreement neither shall be granted a patent". This system is mcre
apt to lead to injustice than the american, since it may mean a
race for the patent and the more prompt may obtain it before the
real inventor, intent on carrying on research and perfecting his
invention, has made an application. <The great advantage of ths
Chinese system is the elimination of disputes, for while priority
_of application is a simple matter of fact, priority of invention

ig relatively difficult and often impossible to prove.

According to Artizle 9 of the Rules of Application
wwhen an application is sent by mail, it must be registerei, and
the Patent Office shall determine the priority-of applicants ac-
cording to the date on the postmark at the place of posting".

When can-those who have applied on the same day
for a patent be said to have 'failed .to reach an agreement'? The
Law 8ays nothirng on this poin* but it has now been cleared up by .
Article 22 of the Hules of aoplication:- "When applicants are
instructed, in accordance with Article 15 of'this Law, to rsach
an agreement, the Patent Office shall lay down a definite time
limit and if no report “1as been submitted on the expiration of this
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period, it shall be deeried that no agreement has been reached”,

F. ~ Sugplencrtary Inventions.

ATticle lu of the Law deals with the case when

"the original jinventor ant another person both make the same fur-
ther invention and apply simultaneously for a patent'; the decision
is that "the patent shall be granted to the original inventor".
Actually, if while hip patent still runs the patentee makes a fur-
ther inventicn he aan agply fcr a supplementary patent (Article 8),
If any person, using *he jrventi'on of another while its patent
8till runs, makes a further inveniion, he also may apply for a patenti;
but he must make suitabie ccmpensation to the original patentee or
arrange with him for join® prcduction (Article 9). If the further
invention has ceen made sinultaneously by the original inventor amd
by another, preference is ¢ iven to the original inventor. One gi-
pression of Article 16, tgipmltarsouslyt, is ambiguous, If it
means ‘the same as the cxpressich 'on the same day', ugsed in Article
15, why change the term¢ Cr shall it be understood t o mean the

e~ original inventor makes applicatio: while the other's application

i ja Btill under consideraticn when he has not yet obtained the
patent? Both interpretaticns are admissible.

G. - Examination and publication,

When an application for a patent reaches the com-
petent office, it remains to be,decided whether the patent can be
grented without preliminary examination or whether such an examina-
tion is necessary. According to some legislations (France, Bel-
gium, etc..,) as scon as the form of application has been correctly
filled up and sent in, the patent is g rented, without any examina-

' tion., [n other countries (Great Britain, Germeny, etc..) the
application is submitted to a preliminary examinationjg if this
proves satisfactory publicatica follows, as prescribed by the Law.
The Chinese Law folloya the latter type.

As soon as an application has been made the first

ptep is to examine the application, According to the Law, this is
{ to be done by an Examining Commission. Since, as we have said

above, no Patent Office has as yet been set up and its functions
are sarried out by the Bureau of Trademarks, the Examining Commis-
sion is to be set up by this Rureau., according to the Rules for
the Organisation of an Examining Commission cn Patents, 1947, the
Commi ssion has four subdivisions: -~ a commission for mechanics and
electrical installationsg a second for chemistry and minesi a third
for textiles and objiscts of daily usej and a fourth for new patterns.
The Director of the Bureau of urademarks is Chairman of each of
these commissionzs in all there are to be thirty-two to forty-four
members for the four Commissions, eight of whom must work only on
the business of the Commissions while the others may concurrently
hold other posts., There are also to be four examiners, each at-
tached to one of the subcommissions according to their technical
quelifications.

! article 28 leys down the circumstances in which
an examiner shall withdraw; these are too obvious to need discussion
here.

according to the Rules for the Organisation of the
Commission, whenever a case comes up the President names on’ member
to make a preliminary ezamination and reports this report is then

e e s e B e i 1 4 e o S o B O e o o R e 7 e e =
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o?reulatéd among the members sc¢ that eash car give his zpiniong
finally the decision is made at a session of che sip~sommission
concerned.

If the Examining Commissicn gives an unfavourzble
deeision, the applicant "may within thirly daye from the date cf
gservice of the deciaion in writing, prepare a written statement of
his reasous and request & re-examinatici " (aviicle 31), Aciordin:
to Article 34 the Head of the Patent Gffice - actually the Divecor
of the Bureau of Trademarks - shall name other members of the Cou-
mission,* who have not examined the criginal :ase, to re-examire
the question of the patent and plepere a decision in writing,
giving their reasons.... if anyone sy glild diseatisfied with the
desislon reasshed after re-examination, he mey within thiz:y days
from the day following serviage oift ke written decision, submit an
appeal to the Hinistry of Ecorumiz sffairs fur a firai considere-
tion and decision® (article 37}.

wif it is decided, aftes examination, that « Da-
tent may be granted on an invention, this decision shall he pLbiice:s
announced, together with a description and. a plan" (article 30).

If any person conusiders that any inTentior mib-
liely announced eontains anything in contrevention of the provwi-
sions of artieles 1 to 4 of this Law, he may within six months frc.:
the day of public announcement draw up a statement and send it witi
doeumentary evidence to the Patent Office, drawing attention to the
objection and agking for a re-examinaticn (Article 32).

. " The Patent Office, having received the statement
of the objection shall at once gend a duplicate copy to the appli-
eant requesting hin to reply within one monih,
within one mopth the appliomtion shall not stand

“If at the completion of the pericd for public
announsement no ocbjection has been presented or the opject1ons have
not been upheld, the examination shall be final" (Article 38).

The patent is then granted to the applicant and mist bear 9n.1t:-
1) The spplicant's neme; 2) The serial nurber of the certificates
3} The article or method patenteds 4% The' term of years of tbe
patents 5 The date of issue of the ertlflcaye“. (Article 39,

Rules for ipplicationj.

(artisle 33).

II. - Inventions (Continue@: Patent Rights.
- L ]
1. Exclusive sharanter of the Rights.

" The.patent confers on its owner the excélusive
right “to menufacture, sell or use an invention, if the invention
is a proeess, articles manufacturcd by direct use of that proescss
~shall be included®. ({Article 42). But in the foliowing cnses ine
patentee eannot olaim his exclusive right:-

‘ i/ "YWhen an_invention is used for rssearch or
experiment with no idea of gain Y,
ii/ “When, tafore the application, the inventicn
was in use in China, or when the necessary preparations for s
had been completeds provided that this shall not appiy if know-
ledge of the manufacture was optainad from the holder of ihe right

A e e e e e T D e e S S e 2 T
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of application for the patent within six months of cpplicstion i).h;
made und if the applicant for the pctent hek mzde a declerztiorn th
" he reserved his patent rights",

m
ik

iii/ VIf the goods =re elregcdy in Ching whren
application is made".

g iv/ °“If transport machinery or equipment is only
in transit through Chine".

v/ If a patent right held by a person other thun
the holder of thg right of appliceation for the patent is revceked
on the initiative of the (rightful) patentee and if <he holdcr of
the right of exploitation has in goed feith &nd before the initi -
tion of proceedings used the invention in China or completed the
nesessary preparations for such use". .

2, Coming in“» existence of the Patent Right.

Strictly speceking the patent right only com:: nio
existence when the patent is granted. This however, while in it-
self logicel, might lead to injustice since rivals could imitat:
an invention with impunity so long as the patent was not ye: rran-.
For this reason it is 1laid down in Article 44 B I of the Lew thut
#when once a patent case hes been publicly announced (i.e. when it
has successfully pessed the examination stage) the patent right
shall be permitted to tuke effect provisionally. “If however this

¢ . provigional effectiveness" is invalidated on account of errors .n
the procedure of spplisation or because the patent is refused by
rezson of an objeétion, the effectiveness shall be deemed void =b
initio" (article 44, 8 2}

3. Duration- of the Pﬁtent.

The duretion of patents is not the seme in a2ll
countries; nor does 1t anywhere begin from the same point. It begins
from the day applieation is made and lasts fifteen years in France,
Switzerland, Rumanias seventeen years in Denmark, Sweden, Noxrwayjp
eighteen years in Germany, Italys twenty years in Hungary, Finlan?,
Belgium, It begins from the day of publication and lasts fiftcen

's years in Yugoslavia, Japan and Czechoslovakiaj; begins from thz lay

(o the patent is granted and is valid for ten years in the argentire,
Peru and Veneguela; for fifteen years in USSR, Poland, Brazil =rd
Chile; for seventeen years in the United States and Canada and for
twenty years in Spain and Colombia.,

In China, according to the Provisional Rules, the
duration of a pateat for an invention may be five or ten years.
(Article 2)j moreover according to article 22 of .the same Rules
application may be made to the linistry of Economic Affairs for the
above duration to be prolonged, not more than oncc and for five years
only, : ’ .

) According to tgs-Law the duration of the patent f..:
any invention is fifteen years 3 this term is current frcm the
day of application, not from ‘the granting of the patent. _In ’

- - s e = o = om o=

NOTE: 1) There are no longer to be two types of patent for & =n<
10 years as there are under the Provisional Rulea.

WONTHLY BULLETIN HO.XIX. - June-July 19486 - Document 101l - P:e 1.

Approved For Release 2601/09/04 : CIA-RDP80-00926A006900050002-1

- |



—_—

I

v

prineiple applications for prolongation sf the term zre no longer
permitted as they were under the Pirovisional Rules. By exaeption,
"a patentee who suffers loss owing to the outbreak of war betwecen
the Republic of China and a foreign oountry, may epply for his pa-
tent to be extended for one period of 5 or 10 years; but this shall
not apply to patent rights held by citizens of a belligerent coun-
try,"  (Article 55), It is clear that 'belligerant' - in Chinese:
Chiao Chad Kuo - must be interpreted here in the meaning of 'enemy':
otherwise allies of China would be penalized as well as her foes

and only neutrals ecould enjoy the benefit of prolongation.

#hen the duration laid down in tr= Law expires,
the patent is extinct, the invention becomes public property an:
anyone may use it without any restriction, Since the durati:n
runs frol the day of application the patent expires the day aftev
the date eorresponding to the date of application,

) 4, Extinction of Patent Rights for reasons ctlier
than expiry. .

. Begides expiry of their term, which ia‘the A ES e
‘ cause of loss of patent rights, any of the following ocauses na:> .0 ° >
the same effect, The patent becomes extinct:- (Article 59)

i/ "On the date of the patentee's death, if ther
is no heir to the patent right". This shows that a patent right
! does not lapse to the State when an estate escheats, although in
rineiple all the goods of such an estate lapse to the State.
fArticle 1185 of the Civil Law). :

ii/ "if the patentee has not yet paid the patent
fees on the expiry of the additional period allowed for the paynent
of the required fees after the expiration of the original term“.

31ii/ ®If a patentes voluntarily gives up his
’ right, on a date signified by him in writing"j but "a patentee may
not give up a patent right without the consent of any beneficiary
from a conditional lease or assignment or any holder of a con-
ditional right of exploitation" (Article 58).

C . iv/ "If a treaty of the kind specified in article
14 of this Law lapsesj on the date on which the treaty lapses®.

This provision is explained by the fact that sirco
the treaty serves as basis for the application for a patent, th:
extinction of the treaty ipso facto brings about the expiry of the
patent, But it mar be argued that the patent, once grented, con-
stitutes & fight acquired by its owner, and it is not right that
the lapsind of a treaty, which may take place for many reasons
which merely concern the two States and have no dirsct beering
on their ditizens, should reect on rights previously acquired by
citizena of the contraecting States. The result of the lapsing of
a treaty of reeiprocity should surely be to put an end to the
grenting of patents but not to annukl those already given.

5, Cancellation of Petents. ; :

"A patent right shall be concellsd and the cer-
tificate withdrawn in any of the following cases : - (Artiel= 60).

: 1/ YIf there has been o contravention of the
Providons 1 to 4 of the Law’, Since srticles 1 to & ley down the
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condi'tions neocessary for an inventirn te be patented, it is logical
that the sanction for contravening them snould entail the cancella-
tion of the patent,

ii/ MYIf the patentee is not the holder of the
right of application for the patent". This shows that even after
the term for publication is over, the true holder of the right of
application for the patent has the power to object to the patent
granted to someone who had no right to apply for it, and to damznd
its eancellation, .

iii/ VIf part-culars necessary for use have beern
intentionally omitteo 1n the specification or plan, or if unrn2ce3s-
gsary particulars have been intertionally included in it, making its
use impossible or difficult".

iv/ Yif the contents of the specification differ
from those of the specification previousiy used when applicat.rn
was made in a foreign country".

v/ wIf the facts recorded in the specification dc
{ not represent the real process used for the invention®.

. Tne person with a right to initiate proceedings
on any of these heads is, for No. ii/, "ihe holder of the righti of
application for the patent" only; for the other categories anyone
may initiate progeedings “"provided that if the motion is not up-
held the same person may not initiate further proceedings on the
same grounds". (axticle 61) .o .

When such proceedings have been brought before it
the Patent Office must act according to the rules for reexarmination
{Article 62), Cancellation of the patent has not the same effect
as 1ts expiry, The latter only affects the future, leaving the
patent with all its attached rights complete in the past, but can-
cellation is retroactive:; “"where a patent right is cancelled it
shall be deemed to have been without effect ab initio" (Article 63}.
%If a patent right has been cancelled but its supplementary patzanis
have not been cancelled, they shall be considered as independent
patent rights, and. new certificates shall be issued for them, only

(:‘ - until the date of expiry of the original patent right", (Article ©4)

6. Utilisation of the Patent Right.

. : The question of utilisation of the Patent right is
dealt with in two places in the Law., Tne first is more particularly
concerned with the persons who have the right to utilise it, the
gsecond with the obligation to utilise, :

A, - The Persom who have the
right to utilise it,

Instead of himself putting this invention into use
the *patentee may assign or lease the whole or part of his inven-
tion, conditionally or unconditionally, to another person for
utilisation® (Article 45), The term ‘assign' includes acts of
sale, gift and exchange. : '

"Where s patent right is held jointly, and the

joint holders do not themselves utilise it, it can only be assigned
or leased to a third party by an agreement embodying the unanimcus

- 0 e T T B e T e e D i e % S e P
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consent of all the coproprietors". farticle 47). This provision
simply reproduces the rule contained in Article 819 § II of the
Civil Law :~ "alienation ov modificntion of the ohject or enns-
titution of a charge on it st be dene with the agreement o ai:
the coproprietors", But in exizptien to the rule given in Article
819 B 1 of the Civil Law, by which “each coproprietor can freely
¢ispose of his own quotal, drticls 48 of the Patent Law lays down
that "4 joint holder of ‘& patent . ght shall nct assign his right-
ful part therein to another persoa ﬁi}hout the ifnsent of the

- ¥ I &
Contracts concerning the assignment or lease »f
patent rights shall be invalid in the following cases : - -

i/ "If the contract forbids oy restricts the vse
by the assignee of any given article or process®not supplied by
the assignor or lessor", Lo

' ii/ ¥“If the sontract requires the assignee to
buy from the agsignor any product or raw matérial not covered Ly
the patentt,

111/ "If the contract fixes too high a fee for
the agsignment or lease, s0 that the ybiliser is unsble to mzke a
reasonable profit on the utili~:tion%, - : '

It is clear that the object of the legislation is
to maintain a certain equality between the contracting parties .-
and to prevent the imposing of too onerous conditions by the
patentee, ' .

We may note, finally, that both in case of asgign-
ment and in acquisition by inheritance.application may be mede to
the Patent Office, accompenied by documentary evidence, in order
to obtain a new certificate granted in-the name of the new
patentee. (Articles 49 and 50). .

B, ~ Obligation to utilise the invention,

Since the patent confers an exclusive right to
manufacture, sell or use, a8 long as it remains valid the pudblic
cannot utilise the invention which can be utilised only by the
patentee. But it is a matter of general interest thet inventions
which have been patented should be utilised as 3oon and as com-
pletely as possible. No one therefore can be allowed at the same
time to hold the erclusive right to its utiiisation, through tzking
out a patent, and to abstain from developing it. Such procedure
would be ageinst both industrial progress and the good of society,
This is why the Law attaches such importance to utilisation, ac-
cording to Article 67, "if, without adequate reason, an invention
has not been utilised or has not been adequately utilised in China
within three years of the issue of a patent on it", the Patent
Office may take either of .two measures: - it may “cancel the pa-
tent right ex officio¥, in which case the patent no.longer existis
and the invention becomes public property; or it may "on the peti-
tion of an interested party, permit him to utilise it¥, In this
latter cese the patent right subsists, the general public has no
right to utilise the invention concerned, but the right of utilisa-
tion has béen transferred from the patentee to the person who has
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been given the "special permission".l), por this reason the patentee
is to be notified and given compensation, * "Di sputes concerning the
amount of compensation shall be settled by the Patent Office"y tae
Rules of application enumerate the "particulars which should be .
noted,,,. for making a valuation of the patent right" (Articles

36 and 37, Rules of application, ) )

It is important to point out that the utiligation
or adequate utilisation in question must be made in China, Because
of international interdependence the inventor is obliged to apply .
for patents in aeveral countries to secure his exclusive right o7
utilisation, But elther because of the limited market or because of
specidl conditions, essential to utilisation, which exist in some
countties but not in others, th- patentee may have valid reasons
to delay utilisation in some courtries., VYot according to the Chineae
law it is not enough that the patentee should have begun utilising
hig invention in any part of the world: if he has not utilised it
or hag not utilised it adequately in Chinese territory he may ineur

the above penalties,

Another point to be noticed is that <he ruling of
the Chinese Law concerning the “special permission" is more severe
than that of the Convention of Union for the Protection of Indus-
trial Ownership which lays down the following measures : - (Article
5, as revisea at the Hague, Nov, 6, 1925). :

YArticle 5,,.,. 2) ... each country of the Unioh
shall have power to take . the necessary legislative measures to pre-
vent any abuses which might arise from the exercise of the exclusiva
right conferred by the patent, for example by lack of utilisation,

L. 5) These measures cah include for-
feiture of the patent only if the .granting of obligatory licencss
does not suffice to prevent such abuses., .

4& In any case the granting of an
Obligatury Licehcs cannot be aske for until a period of three ye.rs
has elapsed since the date of issue of the patent, and this licence
can be given only if the batentee can allege no legitimate excuse
in justification, No action may be taken to forfeit or cantel the-
patent until the expiration of two full years from the granting of
the first obligatory licence",

These stages are not retained in the Chinese law,
accoxrding to which the “special permisaion' and cancellation can
be carried out independently of each other, )

Non-utilisetion presents no special difficulty,
gince it simply means complete abstention on the part of the patentee.
But it is not easy to decide whether an invention has been adequately
utilised, The Law gives the following details in Article 68 : -
YAn invention shall be deemed not to be adequately exploited in any
of the following cases ; -- .

1/ If goods made under a patented invention could
be used in China but are not manufactured on a large scale, and no
adequate reason is produced, .

NOTE: 1) The "special permigsion" of the Chinese Law corresponds to
’ the “obligatory licence" preconised by the Convention of
Union for the Protection of Industrial Ownershin of which
we have already spoken and which we shall have further
occasion to mention below,
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: i1/ 1If a patentee manufactures his invention en-
tirely or mainly abroad and imports the products into China.

1i1/ If the patentee of a subsidiary invention
based on sotmeone else's original invention cannot utilise his own
invention without also utilieing the original invention, and the
patentee of the original invention refuses to lesase it on reason&dls
terms to be utilised by the inventor of the subsidiary invention.

. iv/ 1If the parts are imported from abroad and
merely asgembled in China,"

: But it is not enough to penalise non utilisation
or inadequiite utilisation : even if an invention is adequately
utilised, its production may not be enough to satiafy the needs of
the country. In this case, if the product manufactured according
to the invention could wreplace goods vitally needed in China" the
Patent Office "may order an increase of production within a fixed
time 1limit'; and if the patentee does not carry out this order the
patent right may be cencelled at the term of the period fixed by
the Patent office (article 70).

If anyone other than the patentee, having succee.:t.
in obtaining, eccording to the provieions of article 67, special
permission ¥to utilise an invention, feils to utilise it adequately,
the Patent Office may, OR request of an interested party or acting
on its own powers aancel the permisgion for utilisation®. (article
69)s Al hough thelLaw atates nothing as to the consequences Of such
ganddllation, applfently either of the solutions given in article
67 may be adopted) that is, olther the patent rignt is cancelled and
the invention becomes public progerty, or the permission to utilise
the invention is given to another person.

7, Legal Protection of the Patent Right. -

Since the patent gives an exclusive right, the law
mst poovide effective sanctions against anyone who violates it.
First of all the public mst be able to know that the invention has
peen patented, in order to refrain from any action which would vio-

(: iate the right. Therxefore, according to Article 73, “The patentee
shall attach the patent meTk and the number of his patent to the
patented article or its container, and may require any holder of
the right of utilisation to do the same, If because the patent
mark has not been attached, others are uniware that the article is

. patented and infringe the patent right, no damages may be claimed".
lere poaseaslon of a patent is therefore not sufficient for protec-
tions the patent mark and the number of the patent must be attached
to goods or container, under pain of losing all claim to damages.

But since the invention already enjoys a provisional
protection as soon as the application for a patent Teaches the
gtage of publication, the public must be jnformed of this. Since
the patent has not yet been issued, its mark and number cannot be
used, but the goods or their container mey be marked with the ex-
?reasion “Patent provisionally granted ‘during period of publication®.
Artiole 46 8 II, Rules of application). Since the patent mark
and the number serve to show the existence of the patent, they may
no longer be used "after the patent right has expired or been can-
celled?®,(Article 46, B I, Rules of appliocation). ®The word 'patentec'’
or any mark which would lead people to suppose that a patent nad
heen granted" may not betattached to a non-patented article or to en
article produced by & non-patented process®. Further Yan advertis~-
ment by a patentee may not go beyond the scope of the patent graat:
- o - W T S G a6 mm e R O o e e 2 W e = > o B o o Y T SR - - P -
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(L&w. artiele 74). Anyone violating the above provisions of ..rti-
cle 74 ghall be punished by imprisoument with penal servitude for
& period not exceeding 6 months, or by detentionl), or by a Fa
Chin2) fine of not more than one thousand dollars. (article 92).

) Two series of sanctions are provided againsgt vio-
lation of patent rights ; -

A, - Civil Sanctions : under which
several cases must be distinguished:-

i/ The case where there has been an actual viola-
tion of the right. “The patentee or holder of the right of-utilisa-
tion or its lessee may demand the cessation of acts of infringement
and the payment of damages"j and the wronged party may bring a suit
for this purpose (Article 81).

In order to give effective security te the -wronged
party for the payment of the damages, "an article used in infringing
the patent right of another or an article produced as the result of
such infringement, may be proviaionally attached on thg petition of

{~ ., the person whose right has been infringed upon; after judgement has

i been given on the damages it may be used to pay the damages in
whole or in part" (Article 83). 4gain it may happen that the violz-
tion of the patent right has given false impressions of the patentce
product: on the part of the public and diminished its markets. To
teet this iréonvenience article 87 of the Law declares that "after
Judgment had besn given, the person whose rights have been infrinzed
Day apply to the Court for publication of the whole or a part of the
Judgement, in the newspapers : the expensss for this shall be met Ly

the losing partyY,

i1/ The came where there have been preparations
tending towards the violation of the patent right but it has not
actually been violated.

“If all preparations are already complete to counter-
feit, imitate or illegally use the patented invention of anothes
rerson, the patentee, the holder of the right to utilise or its les-
80r, may demand that such acts should cease" (article 84). Obviously
since such acts have asg yet caused no.loss to the patentea, the holder
of the right to utilise or the lessee, there, is no oceasion for
claiming dawages as in the foregoing case.

B. - Penal Sanctions,

i/ Counterfeiting (Article 89). “any person who
ocounterfeits a patented invenfion shall be punished with imprison-
ment not exceeding three years or detention, or in addition thereto
or in lieu thereof a Fa Chin fine of not more than five thousand -

A dollarsy

L I A N

NOTESs 1) In Chinese Law detention is ordinarily for two months ex-
cept in cases of aggravation of the penalty when it may be
extended to four nonths, Cf, Penal Code ATrt. 33.

2) The term Fa Chin is used for a strictly penal fine under
& oriminel law: that is, a Dbecuniary punishment imposed oy
& lawful tribunal én g pberson convicted: of crime or
disdemeanour, -
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ii/ Imitation (Article 90). YAny person who imi-
tates a patented invention or m:kes illegal use of the process cor-
cerned, shall be punished with imprisonment not exceeding two
years, or detention, or in addition thereto, or in lieu thereot a
Fa Chin fine of not more than tinree thousand dollarsv,

iii/ 8ale {Article 91). "Any person who sells,
or exhibits for sale or imports from abroad an article which he
clearly knows to have been counterfeited or imitated from & pa-
tented inventioh shall be punished with imprisonment not exceeding
one year, or detention or a fine of not more than two thousand
dollarsy :
It is to be noted however that proceedings against
the above infringements “may only be instituted on the complaint
of the injured party and that such complaint shall be made within
one year of cognisance of the infringement® (Artisle 93),

+ This provigsions seems rather extraordinary, sircc
in the Chinese Penal Code proceedings can be instituted against
oounterfeiting or fraudulent imitation of trade marks, or the s:le
of products under cover of false marks without any neeessity of a
eomplaint from the party injured. .

8, Publication of Patents,
* Besldes the publication which is an obligatory

part of the procedure in granting the patent to give others an
opportunity to object, when the patent is finally granted publica-

tion must again be mads, so that the public may know of the existence -

of the patent right, XFor the same reason the expiry.of eancelle-
tion of the patent right should also be published {Article 65),

A Register of Patents is also kept at the Patent
0ffice, containing “the names of patented inventions and the period
of their patents, the names and addresses of the patentees or ‘their
agents, together with other rights concerning patents and all other
matters required by the law," (article 669

9. Expenses.
These may be divided into three types -

i/ TFees for services asked of the Patent Office
{Article 80) such as the fees payable on gpplication for a patent,
when the applicatior is opposed, for re-examination, when applying
for a supplementary patent, These fees aere charged whether the
application is granted or refused by the Office, exoept for certain
services, such as the copying of the papers, where the fee is cel-
culated on the number of characters copied.

L ii/ Fee for the certificate, when the patent is
granted (Artiele 75),

iii/ Annual charges, as the patent extends over
several years (fifteen years) it is subject to aanual charges, .
payable each year on a progressive scale which increases with the

" age of the patent. This provision (Article 76) is explaineé by the

fact that the patent prevents the public from utilising the same
invention: it is logical that some restraint should be put cn the
number of patents by the levying of these annual charges.

-~ - - — s -
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Chapter 113, - Designs and Patterns,

1, Designs,

Not only inventi cns ave patentable, but also de-
signs and patterns, One of the chief diflerences between an in-
vention and a2 design is that the former deals with something
abstrect, such as a process of manufaclure, formerly undiscecvered,
while the latter has to do with a concrete object, Therefore
while & patent for an invention can be applied for to cover a pro-
cess of manufastiure. without specitying beforehand the exact ferm
of the preducts to te madegby that processsy a patent for a desizn
is applied for to cover a oduct asually already in manufecturs,
but for which an sxact model i3 provided., In fact the model it-
self usually forms the object of the patent,

A deaign “related to the shape, structurc or cosu-
gtruction of any article' is matentable if it fulfils two conditionss-
i/ It nust be new, ii/ It .ust have practical utility.

The Law gives no criterion for the practicel uti-
lity of the design, this question being left to the judgment of
thz Patent Office - or at present of the Bureau of Trademarks -
which must teke in consideration universelly admitted principies
on this matter, and also the precedents to be gradually built up
in China. 3 *
As for inventions, the Law avoids any definition
of novelty and is content to lay down some negative conditions
which prevent the consideration of a design as new., These conci-
tions call for no special :omment, being the same as those qudied
above for inventions, . .

Even if fhey are new and of practical utility,
designs cannot be patented in the following cases (Article 97):

i/ YaAny article produced from a design the use of
‘ which contravenes the Law",

11/ "Any article detrimental to public order,
good morals or health',

"iii/ “Any article shap=d like or resembling the
National Party or Military flag, the netional emblem or a
decoration,® R

The rules for applying for a patent for 2 design
are almost the same as for an invention. We may ncte, among others,
that the right of &pplying -+ a patent for a new design can be
transmitted by assignment or by succession (Article 110, cf, Arii-
cle 7}): that oreigners can apply if their own country has signed
with China a treaty of reciprocal recognition of patents, - (article
110, of, srticle 14); that if several applications are made for <“ie
game design, the patent is given to the first application receive.
{Article 110, :f. article 17) and that ownership of a design made
by an employee follows the same rules as for inventiona (Article
110, of. Articles 51 ~ 54)- .

The procedure in eppiying far petenus for new de-
signs also falls ints two parts 3 examinetion and publicatio:n,
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Examination is in the hands of an Examining Commission set up t;

_» the Bureau of Trademarks, If an examination results in refusai o:
the application, the applicant may hsve recourse to the procedura
of re-examinationy if he again feils, ne can petition the Minist:ry
of Economic Affairs for a final cecigion., If a design proves on
examination to be patentable, publicaticn follows, as for inventionas
during the period of publicati~n anyone who cizims that the design
is not patentable by reason of some violaticn of articles 95 to %7,
or any interested person who considers the application has r.ct heen
made by the right applicant (the creator, his assignee or his heirj,
may, within six months of the day of publication, file a protest
with the Patent Office, requesting re-examipation (Article 101).

After a design has becn examined and the decisiun
has become final ("1f at the end of the pericd ¢f peblication no
one has filed a protest, or no protest has besn upheld, the exawi-
nation shall become final". Article 38),a.patcnt shall then be
granted and a certificate isaued” (artisle 98),

: Moreover since article 44 of the Law applies i~
designs, after the public announcenent, even before the patent tus
been granted, the patent right already exists provisionally witn
regard to the design for which the patent has been asked.

- In what does the patent right on a design consists”
Article 102 defines it as an exclusive right vested in the patentee
to manufacture, sell, or utilise the design.

The term of & patent right on a design is te be
ten years from the date of application (Article 99), According to
the Provisional Rules such a patent may havez a duration of eithcer
three or five years, :

The patent on a design may be assigned or leased
for utilisation, to another person either with or without restric-
tions (Article 103).

The causes of extinction of the patent on a de-
gign are the same as for an invention. Ressons for its cancella-
tion, as glven in Article 104, also very clusely resemble those
given for a patent on an invention.

{’ ‘ It is important to note that the quastion of uti-
lisation, so much stressed in the Law with regard to inventions,
does not appear with regard to designs. The Law makes no provi-
gion for forfeiture in case of non-utilisation, since the non- .°
utilisation of a design causes no harm to society.

The patentee must, as in the case of an inventiorn,
“attach the patent mark and the number of his patent %o thz patented
articles or their container" so that "where in sonsequence of the
patent .mark not having been attached, others are unaware that ths
article is patented' and infringe the patent right, no claim may be
made for damages" (Article 110). again, during the period of pub-
lication, when the applicant already enjoys a provisional protecc-
tion, he may mark on his product the expression: "patent provision-
ally granted during period of public announcement" (Article 46
8 II of Rules of Application)lg.

NOTE: 1) This is equivalent to the English expression "Patent
applied form,
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. For violation of the patent right on a design the
civil sanotions are the same as for aa invention. The penal sanctions
are also almost the same but rather less severe (Articles 106-108).

Atin, precesdings can be inatituted only on com-
plaint of the injured party, made during the year following the date
on which the injured party had cognizance of the infringement
(Artiole 109). :

2. Patterns,

After inventions, characterized by their industrial
value, and rdesigns, with their practical utility, come patterns,
which have an aesthetic value only. In commercial competition, pro-
ducts made by the same process and with the same materials and the
same design, may be made more or less attractive to the customer by
the more or less aesthetic manner of their presentation.

: It is logical therefore to give an exclusive rigrt
of use to anyone who has devised an original aesthetic presentation,

According to the Law a pattern "relating to the
shape, decoration or colour of any article, must in order to be
patentable fulfil two conditionss it must be new and it must con-
form to aesthetic taste. The criterion of sesthetic value is left
to public opinion and the judgment of the Patent Officej no rule can
be laid down. .

¥ith regard to novelty the law lays down, as for

inventiqns and desigus, a set of negative conditions: - i/ "YThat _ ..
prior to the application an identical or similar pattern has appeared
in print or been publicly uaed in Chinag it/ That a patent has .

reviously been granted on an identical or gimilar design or pattern®

Artiole 112 § 1 and 2), 8ince there is no very clear distinction
between designs and patterns, what some consider a pattern msy, in
fact, be considered a design by others and it is possible that an
ideritical or similar pattarn may have been patented already under
either head,

It is noteworthy that though it is forbidden to pa-
tent the identical invention or the same design as that which has
already been patented, it is not forbidden to patent a similar in-
vention or design. But this cannot be the same with regard to pat-
terns since as a rule fraudulent imitation of a patented pattern con-
sists not in its reproduction but in the use of a similar pattern,
Patterns similar to one already patented are therefore forbidden in
the same way as ildentical patterns.

If, however, it is to the patentee's interest that
others should be forbidden to use similar patterns, it is equally to
his interest that he should be allowed to employ such similar patterns
himgelf,' This is often done with regard to trademarksj the same
merchant may use several similar trademarks, registered as 'united
marks', (article 4. Law on Trade Marks,) Therefore similar patterns
belonging to the same individual are considered as connected patterns
and may be patented as such.

The following cannot be patented as patiterns :

i/ Anything detrimental to public order, good
morals or health,
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i1/ any article identical with or similar to the
national or party flags, the portrait of Dr. Sun Yat Sen, the
National Emblem, military flags, sesla or decorations (Article 113).

As it does not cost enyone much to find a new pat-
tern conformed to aesthetie standards, it would be very illogical to
give him an exelusive right to apply the pattern to all products
without restriction, The pattern therefore, may be applied ‘only to
a @efinite article, speeified in the application for the patent
(Artiole 117 8 I). The classification ef articles on which the
pattern is to be used shall be leid down by the Minietry of Econnmic
Affairs (aArticle 117 § II), : o

The procedure of mpplication for patents for pzt-
terna follows that faor inventions and designaj but in the Rules for
Organisation of an Examining Commission for Patents, quoted abov:z,
one of the 'four sub-commissions to be set up, is specially charged
with opplications for patents for patterns, :

Wnen the application is submitted to the Commission
for examingtion, two.ceses may arise. Either the application is
rejected after examination, and the applicant can have recourse to
the procedure for re-examinations or the application is accepted

-and publication followa, &s for inventions and designs: a provi-

aional patent then exists, protecting the applicant agsinst viola.-
tione of his right. .

During the period of public announcement, for a
patterny sny person who condiders that the pattern does not fulfil
the conditions required for a patent, as laid down in Articles 111 to
113 of the law, or any interested peraon who considers that the
spplioation is not being mads by the rightful applicant (the creator,
his assignee or him heir), may within six months of the day of pudb-
lio ahnouneement fils A protest with the Patent Office requesting a
re-sxamination {Article 118).

If at the end of the period of‘publio announcement
no protest has been filed or no filed protest has been upheld, a pa-
tent shall be granted and a eertificate issued.

The patent on a pattern consists in an exclusive
right to manufacture or sell the article designated for the utili-
gation of the pattern, . ’ .

Neither the assignee nor the heir has, of cours-~.
the rvight to use it except M"in respect of the articles desigr.-i
for the utilisation of the pattern®.{Article 121). al¥hough Arsiae
121 deals only with assignment, making no mention or lease, it
ssems that the patentee can also lease out the patent right on 2
pattern. The only restriotion on the disposal of a patent right
laid down by the Law is that ‘*connected patterns' cannot be separe-
tely aassigned. The reason is clear:; if connected patterns were
allowed to be separately assigned they would enter into competitior,
to their mutual loss.

The holder of a patent on a pattern must attacn
the patent mark and the number of the patent to the patented arti-
cle or its container; during the period of publication and provi-
sional right his product may carry the expression "patent provi-
sionally granted during period of publication®.
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The civil sanctions on violation of a patent on a
pattern are the same as for inventiors or designs, So also are the
penal sanctions, but they are less severe,

As for désigns, and for the same reason, the Law
attaches no penalty to the non-utilisation of a patented pattern.

+ + +

To 'end this analysis we may notethat the Patent

Law comes into force only on Jan, 1, 1949; at present all questions
of patents, whether for inventions, designs or patterns, still cuie
under the Provisional Rules. The question may therefore arise wre-
ther when the law comes into force, holders of patents under the
Provisional Rules will have to obtain a new patent according tu the
conditions and procedure of the new law. This question is already
answered in Article 131 of the Law which lays down that Y& patent
legally obtained before the enforcement of the present Law shall be

) considered as a patent obtained under the present Law®. But as

! the duration of patents is not the same, being longer under the Lew
than under the Provisional Rules, "the term of the patent shall be
limited to that originally granted" (Article 131),

Patents already granted before the Patent Law comn=s
into force keep their validity, with the duration given by the
Provisional Ruless but the applications for patents which have not
been decided on before the enforcement of the lLaw cannot be dealt
with according to the Provisional Rules once that enforcement has
taken place, but must then be dealt with under the Law (Article 132).

( Ena )
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OF CHIRa SINCE THE VICTICRY.

The Farmer's Bank wags established on april 1,193z,
through the analgamation of the four Agricultural Banks of Horan,
Hupeh, Anhwei and £iangsi Provinces i, for the specific purpose of
developing rural credit throughout the country. Farm loans how-
ever were also given by the Bank of Comnunicaticns, the Bank of
China, the Centrgl Trust and the Nung Pen Chu?) and it is only
since 1942 that thig field of business has been exclusively re-
served to the Farmersg' Bankv). At that time, the Bank counted =2
branches, sub-branches and attached cooperative treasuries, mogtly
digtributed in the southwestern and northwestern provinces owing to
the occupation by the enemy of the Eastern parts of China,

The number of subordinate units greatly increased
{ in the following years and at the beginning of 1945 reached as many
- as 706, distributed in 19 Provinces, namely Szechuan, Sikang, Xwei-
chow, Yunnan, Xwangtung, Kwangsi, Chekiang, Anhwei, Kiangsi, Fukien,
Hupeh, Hunen, Honan, Shensi, Kensu, Kinghsie, Tsinghai, Suiyuan,

EDITOR'S NOTES: 1) First known as the Four Provinces' Agri.cultural
) dank it received its present name after resrgani-
sation on June 4, 4935, .

2) The Nung Pen Chu or Bureau -of Rural Capital was
created in 1936 by the National Governmert under
the joint auspices of the diristry of industry
and various banks in this country with a view to
helping the Chinese rural societies, i was
later dissolved, during the #ar, on account of
maladminist. =tion,

3) Since the inzuguration of the Central Cooperative
Treasury on Nov, 1, 1946, there exists & partial

.duplication in operations relative to agricultural

loans, which were formerly atiributed to the
Farmers' Bank oniy, : eveeal
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and Shagsi, half of them being in Szechuan, Kweichow, Hunan z-d
Kwangsi-+/,

¥hen the area vf operation exparided after V-J Day,
the Bank readjusted the distribution of its various organs in ac-
cordance with the reconversion rlan: new ones were Guickly set up
in agricultural, industrial, commertial and connmunication centres
in the liberated coastal area, while those in the interior were
either reorganized or abolighed, at the enc of 1946, the subordi-
nate offices numbered 760, which, besides the 19 provinces mer-
tioned above, were scattered in Shantung, Xiangsu, Kirin, Liaoning,
Antung, Liaapeh, Jehol, Chahar and Hongkong, After many readjust-
ments, there were 744 branches and various organs at the end of 1947.

(See Table I on the next page)

The operations of the Farmers' Bank consist chiefly
in granting agricultural and land loans btesides handling ordinary
banking business and trust transactions,

Before the Victory, egricultural loans were linited
to promoting agricultural production, irrigation, the extensicn sf
t agriculture, marketing of agricultural products and subsiuiery oc-
cupations for farmers, Farm investments were concurrently under-
taken, Land loans were made mainly to assist owner-farners, for

Ll T T

EDITOR'S KOTE: 3) (continued from p.1) .
According to Mr, Shou Mien -ch'eng, General dznager
of CCT, such duplication is only transitory, and
will easily be avoided when rnormality is re-
eéstablished. ir. Shou suggests that the work &f
the Farmers' Bank is more in the lins of long
term investments though they are morenteriily ime-
possible on account of monetary deprecistion,

On the other hand, .r. Li Shu-ming, Generzl
Kanager of the Farmers' Bank, msintains that tre
misgion of the Bank being to regulate rural cre-

. dit throughout China, agricultursl loans under-
taken by CCT should be strictly coordinated with
its poliey,

- The "dispute" seems to have been settled in
principle by the two banks with regard to the
agricultural loans for 1948. ‘Fhere offices of
the two institutions exist in the same areaz, =nll
loans in connection with cooperative enterprises,
including the cooperetive loans stipulated in the
project of agricultural loans for 1948, zre to be
taken up only by the Central Cooperative Trezsury,

For further details concerning the Central
Cooperative Treasury, Cf. "A new Governmcnt Fin: -
cial Institution: The Centrel Cooperative Tre.su:
{¥onthly Bulletin, No.XIV - Jen. 1948 - Study
No,XIV) and ®"The Chinese Cooperatives since V-J
Day" By Lin Hung (aonthly Bulletin No.XVIII - tiny
1948 - Document 99.)

NOTE: 1) Szechuan, 2054 Hunan, 58; Kweichow, 83; Kwangsi, 5&.
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and Shagsi, half of them being in Szechuan, hkweichow, Hunan z-«d
Kwangsi- ),

#hen the area of operation expanded after V-J Day,
the Bank readjusted the distribution of its various organs in ac-
c¢ordance with the reconversion plans new ones were quickly set up
in agricultural, industrial, commersial and communication centres
in the liberated coastal area, while those in the interior were
either reorganized or abolished, at the enc of 1946, the subordi-
nate offices numbered 760, which, besides the 19 provinces mern-
tioned above, were scattered in Shantung, Kiangsu, Kirin, Liaoning,
Antung, Liaopeh, Jehol, Chahar and Hongkong. After many readjust-
ments, there were 744 branches and various organs at the end of 1947.

(See Table I on the next page)

The operations of the Farmers' Bank consist chiefl:
in granting agricultural and land loans btesides handling ordinary
banking business and trust transactions.

Before the Victory, egricultural 1oans were linited
to promoting agricultural production, irrigation, the extensicn orf
( agriculture, marketing of agricultural products and subsiaiery occ-
cupations for farmers, Farm investments were concurrently undsr-
taken, Land loans were made mainly to assist owner-farmers, for

L L . S

EDITOR'S NOTE: 3) (continued from r.1) .
according to Mr, Shou Mien-ch'eng, General dznager
of CCT, such duplication is only transitory, and
will easily be avoided when normality is re-

. established. ir. Shou suggests that the work ef

: the Farmers' Bank is more in the line of long
term investments though they are momentsrily im-
possible on account of monetary depreciztion,
. On the other hand, .r, Li Shu-ming, Generzl

. ianager of the Farmers' Bank, meintains that the
misgion of the Bank being to regulate rural cre-

. dit throughout Chins, agriculturel loans under-
taken by CCT should be strictly coordincted with
its policy,

The "dispute" seems to have beer settled in
principle by the two banks with regard to the
agricultural loans for 1948, ‘here offices of
the two institutions exist in the same arez, =all1
loans in connection with cooperative enterprises,
including the cooperstive loans stipulated in the
project of agriculturel loans for 1948, zre to be
taken up only by the Central Cooperative Trezsury,

For further details concerning the Central
Cooperative Treasury, Cf. "A new Governnicnt Finec -
cial Institution: The Centrel Cooperetive Tre.su:_
(onthly Bulletin, No.XIV - Jen. 1948 - Study
No,XIV) and "The Chinese Cooperatives since V-J
Day" By Lin Hung (&onthly Bulletin No.XVIII - sy

- 1948 - Document 99.)

‘NOTEz 1) Szechuan, 205;"Hunan, 58; Kweichow, 83; Kwangsi, 54.
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the improvement and expropriation of land, the rearrangement of land
registers, the registration end utilizstion of publiec property in
towns and villages, the purchese of 1l:nd at standard value zrid re-
demarcation of boundaries. The trust department undertook thz' tran:-
portation of selt, the purchase of materials, and the transportatiua
and marketing of agriculturzl products,

The gcope of operations quickly expanded after the
Victory, To' meet current needs, thé Barnk extecnded its loan policy
to the warehousing and transportation of certain important farm
products, and was asked by the Government to undert k§ “special
loans", inoluding emergency relief farm loans in thgy ?8erated rrom
the Japanese, "small capital loans" in the areas recovered from the
Communists, relief loans in regions flooded by the Huai River and
Yellow River, and loans in the “orm of agricultural supplies such
as chemical fertilisers and processing machinery, furnished vy
UNRR4, Iand credits were concentrated on the assistance of owner-
farmers and on land improvement, the latter making remarkable pro-
gresa in response to urgent_need in various provinces. The bankx
also issued land debenturesl) in coordination with the enforcerent
of land polioy in the pacification areas<), ifuch change has also
been witnessed in the types of business undertaken by the Trust
Department of the Bank, The purchase and transportation of raw
materials, undertaken during the war years, were suspended while the
scope of the marketing of farm products was greatly enlarged. kore-
bver, the undertaking by the Farmers' Bank of the supply and sale
of agricultural products has had a far-reaching effect on the rehabi- °
litation of rural eeonomy,

The progress made in each of these various fields
since the Victory is treated under separate headings in the
following pages, ’

I. = Agricultural Loans

During the war, the Farmers' Bank laid special
stress on the inocrease of agricultural production, in order to pro-
vide. for consumption by the troops and civilians, Thus in the year

' 1945, during three quarters of which there was war, 54.45% of the

' total amount of the farm loans was for the purpose of promoting
irrigation, and 26,79% for encouraging agricultural proquction, the
two items representing altogether 81,24% of the total,

. In 1946, the f.-at year after the Victory, loans
for the marketing of agricultural products were increased to 22,39%
of the total amount of farm loans, in order to speed up the circu-
lation of the products, while the percentage of loans for promoting

" irrigation and production dropped correspondingly. In order to
foster the export of special agricultural products the Farmers' 3ank
algo made loans for their warehousing and transportation, to the
gmount of CN§ 37,377,260,000 or 43,01% of the total amount of farm
oans, )

- - e e e e = e o@ o= -

EDITOR'S NOTESs 1) See Monthly Bulletin No.XVII (April 1948) De:zca
ment No,93 "Land Debentures and the Encouragement
of Owner-Farmers in the Pacification Areas" by
Hang Pei, - .

2) i.e, area recovered from the Commnists.
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Strong emphasis was again put on the export cf -
special farm products in 1947, with a view to obtaining foreign
exchange for postwar reconstruction of the nation Loans for agri-
cultural production and for the warehousing ané transportation of
special products were greatly increased, the former representing’
24,84%, anu the latter 39,95% of to total amount of farm oans.

(See Table II on the next page)

: A comparison. of the loans outstanding at the end ¢
of each year indicates the increasing demand for financial help

from the farms after the war, the figure for 1947 CN§ 876,400,000,000

being 10 times that for 1946, CN§$ 6,900,000,000, and 170 times that
for 1945, CNj §,100,000,000.

Let us now go into more detail concerning different
kinds of agricultural loans which for convenience will be grouped
under three headings namely: loans for important farm products,
loans in kind and special loans.

1, Loans for important Farm Products.

a) COTTON,

The making of loans for cotton constitutes an im-
portant part of the loaning operations of the Farmers' Bank. In
oprder tU reduce the import figure and to curtail disbursements in
foreign exchange, the Chinese Government has been steadily endea-
vouring to inecreaae the output of cotton in this countryl), Whern,
in 1947, the authorities established a Division for the Improvement
of Cotton Production, the Farmers' Bank planned to lend C 126,
000,000,000 during that year to encourage the production of american
cotton and longstaple native cotton, the beneficiary regions cover-
ing 13 provinces: Shensi, Honan, Kiangsu, Hupeh, Chekiang, anhwei,
Kiangasi, Hunan, Szechuan, Shantung, Hopeh, Shansi and Lisoning.

A8 it turned out, Ciy 115,000,0005000 were actually loaned to 12
provinces (Liaoning was excluded)<), benefiting 3,870 Fermers'
Associations and 1,340,000 cotton farms over a total area of 10,000,
. 000 mow¥), The arsas so helped yielded altogether 3,000,000 tand
{_ of raw cotton in 1947, representing 1/3 of the total output in the
whole of China during the same year,

EDITOR'S NOTES: 1) For details concerning the production and import
of gotton, see "Cotton Control in Chinas Its
many Difficulties" (uonthly Bulletin, No, XVII -

- April 1948 - Study XVI). Chepter I._Procuring
of Raw Cotton, pp.3 & 4.

2) Northeast Currency § 45,000,000 was drawn from
other credit funds and especially appropriated
for promoting the. production of cotton in
Liaoning.

3) 1 mow = 6,7448 ares.

' 1 tan = 60.479 kgrs.
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Apart from preoduction lcans, the Bank zpprogriatu.
CNy 36,800,000,000 for the processing and marketing of cotteca in
19471}, Up to the end of December 1947, CKp 26,551,000,000 were
lent to 144 Farmers' sassociations, numbering 60,431 ginnery workers,
for the purchase of 225 sets of gins and 6 motors. It is estimated
that 730,000 tan of raw cotton were ginned. \

b) SILK,

In view of the fact that silk is one of the mair
export items and that its production affects the livelihood «fan
important part of the rural population, the Farmers' Bank drafted
& systematiec plan after V-J Day, in order to agsist in the planta-
tion of milberry treesa, production of silkworm eggs, rearing cf
silkworms, baking of cocoons, purchase of cocoons, reeling and
marketing. Through the mediation of the Crina Silk Corporation,
the Farmers' Bank loaned CN§ 946,000,000 to 104 silkworm-egg
plants in Kiangsu and. 45 plents in Chekiang in the year '1946,
Investigation teams were organized by the authorities concerned
in 1947, in order to raise the quality of the eggs and eliminzte
bad ones, After a 45 day survey in Kiangsu and Chekiang, these
teams classified the plants in the 2 provinces into 5 classes ac-
cording to their equipment. 122 plants belonging to the 4 hi Zher
classes were granted CN§ 6,500,000,000 up to the end of June 1%47,
and as a result, 1,653,260 sheets of eggs were produced.

- For the rearing of silkworms, the Bank lozned

CN$ 1,014,400,000 in the spring and autumn of 1946 to 680 farmer
groups in Kiangsu and Chekiang, comprising 74,400 gilk-producing
familiea, and 264,800 sheets of éggs were produced. It approved
loans of CN§ 6,500,000,000 for the spring of 1947. Towards the end
of June, CN§ 5,200,000,000 were actually issued to 816 sassociaticus
including 190,412 families producing 381,207 sheets of eggs. The
smount approved for autumn 1947, was Cls 5,000,000,000, while up to
the end of December 1947, CN$ 4,500,000,000 were actually loaned

to 639 Associations, comprising 65,951 families and producing 149,075
sheets of eggs. ’

c) AMERICAN TOBACCO.

’ The Farmers' Bank started YAmerican tobacco loans®
in March 1947, by approving CN§ 15,600,000,000 for promoting the
production of aAmerican tobacco and CN$ 12,400,000,000 for processing,
for the whole year of 1947, to be distributed in Honan, Anhwei,
Szechuan, Yunnan and Kweichow, with Pengpu (in Anhwei ) and Hsuch'ang
{in Honan) as the discributing centres. Up to the end of October
1947, CK$ 27,700,000,000 had been loaned to 38 hsiens?), benefiting
§66 groups or 149,000 persons, over a cultivation area of 425,600
mowp 33,000 tan of tobacco were cured and 117 curing chanbers
repaired,

EDITOR'S NOTES: 1) The loans for the marketing of cotton from Shensi
were igsued jointly by the Farmers' Bank and the
Central Cooperative Treasury,

2) "Hsien" means district.
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The Bank alaso epproved loans amounting to CN$15,
000,000,000 for the warehousing and transportation of Ameri:an
tobacco produced in Anhwei, and loans amounting to CN§ 21,000,C00,
000 for the same purpose for Honan, the money to be furniahed from
funds reclaimed from the production and processing 1oans issued
previously,

2, Loans in kind.
a) CHEMICAL FERTILIZERS.

Out of & tot-1 of 300,000 tons of chemical fer-
tilisers originally allocated by UNRRia to China, 70,000 tons were
to be distributed by the Farmers' Bank as loans in kind, Later,
the total allocation being cut down by UNRRA to 88,771 tons, the
amount entrusted to the Farm.rs' Bank was reduced to 51,000 tons.
Up to the end of December 1947, altogether 3%3,080 tona, valued at
CN$ 46,300,000,000, had been issued to 966,000 farmers on 7,000, 0CC
mow of land in Kiangsu, Chekiang, Fukien and Kwangtung,

b) PROCESSING WMACHINERY,

The Farmers! Bank purchesed in 1947 the following
processing machines from the Ministry of Agriculture and Forestry:
15 gets of gins, 15 sets of baling machines, 20 sets of flour
mills, 20 sets of rice husking machines, 20 sets of oil presses,
2 sets of medium-gize canning machines, 1 set of can-making ma-
chines, and 4 sets of ‘machines for remaking used cans, The deal
was concluded at the original cost of the machines in US currency
plus transportation charges, the payment to be made in 7 annual
instalments., The Bank established ginning and baling plants at
Kiating, Huangk'ou and Hsuchow (all in Klangsu), Wukiang in Hohsicn
(Anhwei ), Yuehk'ou, Fanch'eng, and Ldohok'ou (all in Hupeh).

In cooperation with the National Agricultural
Engineering Corporation, the Bank is to loan 100 sets of machines
for manufacturing and repairing farm implements in Kiangsu, Hupeh,
Kwangtung and Kwangsi. 8 sets have already been delivered in Nan-
king, 20 in Hsuchow, 30 in Chekiang, 20 in Hankow, and 20 in Cantong
and 11 sets have actually been loaned. The Bank possesses 2,000
modern hoes 141 of which have already been loaned to farmers.

5., Special Loans.
a) EMERGENCY RELIEF LOANS fOR RECOVERED ARBAS.,

The Farmers' Bank was employed by the Government
in 1945 and 1946 to igsue emergency relief loans amounting wo
CN$ 5,000,000,000 and Northeast Currency $ 260,000,000 to 15 pro-
vinces and the Northeast. When the loans were refunded in 1947,
they were again granted, benefiting more than 500 districts, Up to
the end of June 1947, the accumulated smount, including loans re-
funded and re—granted, reached CN§ 6,200,000,000 and NE Currency
$ 340,000, 000.

b)) “SHALL CAPITAL® LOANS FOR PACIFICATION ARRAS.
In order to stabilise rurel, economy in areas just

recovered from the Communists, the Executive Yuen epprovriated
CN$ 12,000,000,000 to be given through the Farmers' Bank as

- - - s e e e P e s e W N b B e B
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"amall capital" loans to 109 hsienc in the 12 regions recovered
from the Communists in the 9 provinces of Kiangsu, anhwei, Sha'.-
tung, Hopsn, Honan, SHhansi, Jehol, Chahar and Suiyuan, Up to the
end of September 1947, CN$ 9,380,000,000 had beer distributed to
95,000 poor farming families, Later, en additional amount of

CN$ 12,000,000,000 was lssued in the regions already mentioned ez
well as to 4 more pacification regions in Hupeh, Kansu, Ningsiz

end Shensi, and the Mongolien banners in Jehol, Chahar and Suiyuan,
Up to the end of 1947, CN$ 13,839,000,000 had been issued to 125,000
families in 134 hsiens and 15 Mongolian banners.

c¢) LOANS FOR HUAI RIVER FLOODED AREAS,

As the flood slong the Huai River in the Nortr-
eastern part nf Anhwel was very serious in 1947, the Farmers! 3a:k
was used by the Government to extend ferm loens totalling CN$ 3,500,
000,000, to cooperatives and other ferm societies organized by
farmers in distress in 24 hsiens and municipalities for the spucific
purposes of purchasing seeds, farm implements and livestock. The
loans attained the pre-fixed total amount at the end of June 1947,
'y benefiting 658 socidties and 72,584 families, and greatly helping
agricultural rehabilitation in the areas suffering from the :lood,

.d) LOANS FOR YELLOW RIVER FLOODED AREAS.

.

The Farmers' Bank received instructions from the

Government in 1947 to issue loans to promote agricultural rehebili-
tation in the former flooded areas along the Yellow River, the
amount of loans fto be extended being.fixed at CN§ 5,800,000,000
for 15 hgiens in Honan, CN§ 5,200,000,000 for 10 hsiens in anhwei,
and CNy 4,000,000,000 for 3 hsiens in Kiangsu, totalling CK$ 15,
000,000,000, These loans were either in the form of cash or of
soeds and farm implements, Up to the end of 1947, the Marmers'
Bank had actually issued a total of CN$ 6,126,000,000 to 194 group:s
and 33,313 families in 3 hsiens in Kiangsu and 4 haiens in Anhwei,

* The work could not be carried out smoothly in Honan owing to the
battles raging there,

i‘ 11, - land Loans

In conformity with instruections of the Government,
the Farmers' Basnk established a Iand Credit Dapartment in 1941, to
undettake the business of a land bank, assisting the Government to
enforce the policy of "equalization of land ownership*l), me
Bank is now extending land credits through 57 subordinate units,
including 17 branches, 7 sub~-branches, 25 offices and 8 sub-offices.

The land credit business of the Bank thrived most
brilliantly in 1946. The outstanding balance of land loans granied
by the Bank which was CN$ 316,757,154 at the end of 1945, jumped art
the end of 1946 to CN$ 7,815,740,430 or 25 times the figure for the

L e

EDITOR'S NOTE: 1) For interesting details and comments concerning
the "equélisation of land ownership" policy adopted
" by the Chinese National Government, reference is
made to %land Reforms as Conducted by Nationalists
and Communists¥, by Wang Kuo-ting (Monthly Pul-
letin No.VII - April 1947 - Document 41).

. .
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preceding year; while at the cnd of 1947 it amounted to CN@ 57,€65,
822,225, only 7 times the figure for 1946. The reason for the
special boom in 1946 was that the total amount of land loans for
1946 originally fixed at CN§ 4,000,000,000, was later raised to
CN$ 7,800,000,000 in order to meet the high demand during the re-
converasion period and also to make up for the loss of true value

of the loans resulting from rapid depreciation of the CN currency.
On the contrary, as a consequence of the “"tightening=-up" policy
8dopted by the Government, the amount of loans for 1947 originall:
fixed at CN§ 50, 000,000,000 was reduced to CN§ 36,000,000,000,0nly,

To meet divers requirements, the loans were di-
vided into 7 kinds.
(See Table III on next page)

-

As m3y be seen from the statistics in the Teble
2 -mentioned above, the land credits undertaken by the Farmers' Banx
- during the lest three years, have been mainly for land improvement
- and the assigtance of owner-farmerss the.former to help local
( governments and individual farmers to improve the utilisation 4r
their land, and the latter helping to enforce the policy of
"tillers own their lgnd%, Thus the aggregate amount for these
two items outstanding at the end of 1945 reached 89.4% of the
total amount of land loans outstanding at the same date, this per-
centage being further raised to 98.61% in 1946 and 90.5% in 1947;
while on the other hand the other five kinds of loans added to-
gether represented only 10,6% of the total in 1945, 1,39% in
1946 and 9,5% in 1947, :
1, Loans for Improving the
Utilisation of Land.

’ ‘Loans to improve the utilisafion of land were of
two kindss those for increasing the fertility and productivity
of farm land and those for relieving housing shortage in urban
areas, . . . ’ ‘

4: The Farmers' Bank has made muach effort to help the
farmers in Kansu prevince to mix sand with their dry alkaline soil
for preserving water in it and making it productive, During the
five years from 1942 to 1946, the Bank fininced the work of render-
ing productive a total of 119,676 shih mowl} of land in 1 munici-
pality and 10 hsiens of that province: Lanchow, Kaclan, Tsingyuan,
Lint'ao, T'aosha, “ungteng, Yuchung, Chingt'ai, Yungtsing, Huang-
huihsiang and Huining) 60; of the land being planted with wheat,
35% with cotton and the rest with vegetables and gourds, with an
annual output valued at CN$ 15,600,000,000,

The permers' Bank also assisted farmers to develop
waste lands. During the same period 1942-1946 (?)2), 600,000 shih
mow were reclaimed in Fukien, Kiangsi, Kwangsi, Shensi, Hunan and
Ningsie, yielding an annusl output valued at CN$ 6,000,000,000,

EDITOR'S NOTES: 1) 1 shih mow = 6.6667 ares,

2) This is only an interpretation, as the 6riginal
text does not clearly indicate the period,

- e s e R e e e O 5 Y s e W S D R 6 R D e 0 e e g B ey kB e G e e P e it P 0w P o
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In the field of relieving housing shortage in
urban areas, the Farmers' Bank is reported, in the lsat 3 years,
to have assisted 2,500 families of public servants, teachers and
other civilians 4o construct new a¢ases,

2a ioans fox Assisting Gviner--Farmers,

Loans for the asaistance of cwner-farmers are suij-
divided into the following 2 c-tegories:

a8 ) LOANS OF CATEGORY "AY igsued to assist local
governments in purchasing lend tc be distributed to fermers, 1This
has been underteken, gince the Victery (7}, in smell selectec arazs
in Szechuan, Kiangsi, Konsu, Fukien, Hunen and Xwengs: where
180,824 mow of land have been purchase! for distribution among
8,780 farming families. (about 20-30 mow for each). The propox- *
tions of the work ere shown in the folliowing tebles '

Teble IV, land Distributed to Farmevs in
the Various Kodel Districts,

! < Digtrict Iend dig-
. tributled|ioW)
Peip'el Experimental District (Szechuen)
for encouragement of Owner-farmers 1,428 80
Iinghuchen Owner-farmers Model District
’ Hengyang,Hunan) 4,000 - 200
Chipu L " Kanhaien,Kiangsi) 1,750 =50
Huangshihp'ing. " Nank'ang,Kiengsi )- 4,8C0 240
Shuinanhsieng n Shangyu,Kiangsl. ) 2,240 £51
Yuchow " u Hsinfeng,Kiangsi ) 4,500 598
Huanghuichtu " Kansu) 41,850 1,2€3
Ch'uanhsien " Kwangsi ) 2,906 435
Tat'anghsiang n Yulin,Kwangsi) 2,113 377
Yumahsiang " " Kweip'ing,Kwangsi ) 2,100 110
Lungyen n " Fukien) 114,137 4,584

: b) LOANS OF CATEG..Y "BY nmede directly to farmers or
( farm orgenisations to purchase land or to pey off high interest
rete loans. Altogether 47,677 proprietory farning femilies in 7=
hgiens in Szechuan, Kweichow, Kwengsi, Hunan, Hupeh, "Kiangsu, Cre-
kiang, anhwei, Fukien, Kiangsi, Kansu, Shensi and Kwangtung, hcova
been given finencial help of this kind since the Vistory, and
699;114 shih mow of land have been either purcnased or redecuci,

In order to obtain more money for land Joans, the
Farmers' Bank has secured authorisation from the Government to issuec
3 kinds of land.debenturea:

i/ The first kind, in denominations of $10d, $500, $1,000 and
. $5,000, and totalling CN§100,000,000, was issued in ‘1942, bezring
v an annual interest of 6% both prinzipal and interest are redcenibis
in 15 equal annual instalments.

ii/ .The second kind, in dencninations of 35,000, $19,0C0 and
$20,000 and totalling CN%I, 000,000,000, was issued in 19246, also,
bearing an annuai interest of 6%, but redsemable in 7.annual
instalments, ) ’

LApproved For Release 2001/09/04 : CIA-RDP80-00926A006900050002-1
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iii/ The third kind, in terms of agricultural products, will
be issued only upon instructions fiom the Government in coordina-
tion with the latterts land pelicy ir areas recsvered from the
Commnists, These debentures in denominations of 1 shih tanl),
5 ghih tan, 10 shih tan, 50 shin tan and 100 shih tan of whewt or
paddy rice, and totelling 10,000,000 shih tan of wheat and of paddy
rice respectively, will bear an interest of 4% per annum and will be
redeemable, principal and interest, in 15 syual annual instalments,

III. - Activities of the Trust Department
of the Bank,

: The Farmers' Bank has established a Trust Depart-
ment with the aim of absorbing idle capital as trust deposits which
the Bank will invest in various kinds of useful enterprises, such
a8 the processing and marketing of agricultural products, the ex- -
port of special products and the trangportation of salt, .

~

1, Processing and Marketing
of Agricultural Products.

. The frust Department of the Bank has been helring
the Govertiment in stabilising commodity prices by promoting the
market;ng of various agricultural products:

- ag Several stuations were set up by the Department,
in the autumn of 1 46, in cotton producing regions in Shensi and
Hupeh, which, with a total capital of CN§10, 000,000,000, purchased

- cotton and despatched it to Changsha, Hankow and Shanghal, to be
utilised by the cotton mills,

b) The Trust Department has mlso been producing -
80y bean o0il and cakes in collaboration with the Tung He (Ch'eng
Chi)'0il Mill in Ch'anggchow, Kiangsu. The soy bean cakes are sup-
plied to the sugarscane farmers in. Taiwan.

¢) Large quantities of timber have been purchased
: by the Department in Honan, Kiangai and Fukien and transported to
4: Nanking, Shanghai and Ch'angchow for construction purposes.

. d) #With a view to promoting subsidiary occupation
in farma,fthe Department has invested CN§600,000,060 to purchase
straw plait and distributed it among farmers for making straw hats.

: e) The Department in cooperation with the Yang
Feng Te Company, has undertaken the exchange of agricultural pro-
ducts, cotton goods and other dally necessities between the Nertheazs
end Shanghais: the Northeast being rich in agricultural producty tug
short of cotton g00ds and other manufactured goods,

) . f) The Bank, in concurrence with farm organisations
in various regions, erected a National Agricultural Supply and Sales
Company in July 1947, with o capital of CN$2,000,000,000, and- five
departments under its managements “cotton", “tea-tobacco®, “oil®,
*foodstuffs® and "supplies®, The chief aim of this hew institution
is to promote the marketing of farm products.

- e = m e 4w e o=

EDITOR'S NOTE: 1) 1 shih tan = 50 Kgrs.
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2, Export of Special Products,

Since V-J Day, the-Trust Department of the Farmers'
Bank has been undertaking the export of Tung oil and raw silk, in
cooperation with the China Vegetable 0il Corporation and the Ch 'ung
Yu and Ch'ien Shen Silk Factories respectively. Details concerning
this line of business are not available.

3. Trangportation of Salt.

During the war years, the Trust Department of the
Farmers' Bank used to undertake the transportation end_sale of salt
produced in Szechuan. After the Victory, however, the marketing
of Szechuan salt was much reduced in scale, activities centering
on the salt of Huai-an and Huaiyin in Kiangsu and that of Chtanglu
in Hopeh, so as to meet the requirements of the recovered coastal
areag, In 1946, the Bank collaborated first with the An I Trens-
portation and Sales Company, and later with the North China Sait
Company, in handling the marketing of salt in North China. In Lie
same year, it made inveatments in the Chung He Salt Company, an”
handed over to it the marketing of the salt produced at Tzpliuci.ing
in Szechuan, '

( Bnd )
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The Rubber Industry in TN, STUDY NO,: XVIII
Fuanber of pages: 14
Remnarks: See 4 important
Appendices on p.l0 ff.

4Tticles and repor. digested and combined
in this Stuvdy:

WTha Past and Present.of the Rubber Industry in Tsingtao®,
by Lung She-te, the Isingtao Rubber Fzctory guarterly,
Ho,l, May (?) 1947. ’

iTme Tsingtao Rubber Factory during the First Year after
its Teking-Over", by Fu Liang-yun, the Tsingtao Rubber
Factory Quarterly, No.l, Xay 1947,

va Review of the Operations of the Tsingtao Rubber Factory
during the Past One Year and ite Future Prospectal, by
Chung Ch'i, the Tsingtao Rubber Factory 4uarterly, No.l
May 1947. i
¥Cheml cal Industrics in the Past 10 Years", by Ku Pao-
oh'ang, from "Chinese Economics during the Past Ten
Years" Vol.I, published by the:Chung Ewa Book Company,
Bhenghbi, Jan, 1948. .
vA Discussion on the Chinese Rybber Industry", by Ch'en
Ttao-pheng, Chin Yung Jih Pao ({shanghai ), Feb. 26th }948,

' . "Chung Nan Rubber Factory", by Heieh I-chung, the Industry
et Monthly Magazine, Mar. lst 1948. .

*blan for Developing the Rubber Industry", drafted by the
Shanghai Industrial and Commercial Guidance Bureau,

Shen Pao (Shangtai}, Mar, 9th 1948,

SRubber Industry in Shanghai', by Tu Shao-chun, Chin Yung
Jih Pac (Shanghni), May 10th 1948,

“Rubber Industry in Taiwan%, »y Ping Hsien, Chung Yang
Jih Pao (Shanghai), June l4tn 1948,

THE RUBBEK .FDUSIRY IN CHINA

The menufacture ci rubber goods is one of the
only three light industries which enjoy a relative prosperily in
poatwar China, the othexr two being the cotton textile and flour
industries, The past evolution and present conditions of the
rubber industry as well as the poesibility of China's becoming:
aelf-sufficient in the supply of rubber articles, should there-
fore receive due attention from all interested in the economni ¢
development of this country.

B . s
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o I, - Diatribution of Pubber Factories
. in Various Parts of the Country.

The rubber industry in China has had & history of
30 years: the first rubber factory having been erected in Canton
in 1917, The industry was later developed in Shanghai and then
gradually expanded to other citiea,~b )

1., Shanghai. >

The rubber industry in Shanghai first saw light
in October 1921 when the Kiangwan Mo Fan (iodel) Factory estab-
lished a rubber department producing.tyres for rickshaws, toys
and soles. Owing to the competi*tion ef foreign goods, however,
the rubber plant was closed down not long afterwards.

A solid foundation for the industry was only la:d
dbwn seven years later when, owing to the increasing demand for
rubber overshoes four rubber goods factories, I Chtang, Ta Chunsg
Hua (Great China), Wu Pen and Ya Chou (Asia}), sprang up in 19284
and the I Sheng and many other plants came into being in 1928.
Rapid progress was achieved in the following two years 8o that

: * the eity already counted more than 40 factoriea for rubber articles
in 1931, .

4 decline was seen however in 1932, HMost of the
factories directly or indirectly suffered losses from the battle
raging in the Shanghai areas that year. By 1937, twenty-seven new
factories had been established while 32 old factories had ceased
operating. After the outbreak of the war, 60 to 70% of the rubber
plants in Shanghai, mainly scattered in Chapei, Hongkew, Nantao
and the western sectors, were demolished by gunfire, looted or
occupied by the enemy. Some plants succeeded in moving to the
interior, while those operating-in the International Settlemsnt
and the French Conceasion were able to survive until Pearl Harbour
vhen the supply of both rubber and power was cut off.

After V-J day, many rubber factories were moved
back to Shanghai from the interior. The industry, nevertheless,
remained dormant on account of the prevailing international con-

_ trol of the supplies of raw rubber, It wes not until March 1947,
{ when the Ministry of Economics allocated 100 tons of rubber to the
various plants that the industry.began to revive,

There are now 84 factories in Shanghai, possessing

50% of the nation's machinery for manufaoturing rubber goods 1),
The largest of these factories, are reviewed_belowz-

] Thig is the biggest rubber goods manufacturing
gcompany in Shanghai, managing altogether 8 plantss 5 rubber fac-
tories, 1 machine works, 1 calcium and zine plant and 1 dyeing

EDITOR'S NOTE: 1) For detailed statistics on the equipment and
monthly production of the rubber plants in Shang-
hai as well as their monthly requirement of raw
materials, see 4ppendices on p.1o ff.
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& weaving plant,

The products of the Company cover "Shuang Ch'iex"
or “Double Coin* brand automobile tyrsa, bicycle tyres, rickshaw
tyres, pedioab tyres, rubber shoes, overshoes, rubber pipes, hose,

rubber gloves, inner bladders for balls, rubber insulated wire, hct-

water bags, rubber belts, etec.

. Plant No.,l produces monthly 500,000 zairs c¢f riub-
ber shoes, 20,000 sets of bicycle and pedicab tyress .5,400 sets of
riokshaw tyres, 2,600 sets of automobile and aeroplane tyres.
Plant F¥o.2 produces monthly: 290,000 pairs of overshoesj and
70,000 pairs of rubber shoes with canvas uppers, large quantities
of rubber shoes and overshoes »~re bYeing produced by other branch
plants,

This Company hus opened business offices in Nan-
king, Hankow, Nanch'ang, Changsha, Chungking, Wenchow and Canton.
A new office is being.established in Tientsin, and others will be
set up in Talwan and the Northeast, ’

b) Cheng T'ai Rubber Factory.

This factory, equipped with 43 mixers, 6 calendris,
16 steam autoclaves, 32 vulcanisers, 2 rubber belt presses and
numerous other accessory machines, is reported to produce dailyas
mich as 30,000 pairs of variouskinds of rubber shoes, overshoes,
boots and shaes with canvas uppers; 1,000 sets of tyres and tubes
(tyres and tubes for bicycles, pedicabs, rickshaws and automobiles );
and 60,000 inch-ply belting for belts and V-belts. Other products
are rubber soles and heels, rubber gloves, hot-water bags and

*  rubber insulated wire. All these articles bear the “Hui Li

Ch'iu* or ®Warrior" brand.

- Business offices of the Factory are distributed
in Nanidng, Wuhei, Hangchow, Tientsin, Canton, Swatow, Hankow,
Chungking, Mukden, Xiangsi and Hunan.

c¢) I Sheng Rubber Factory.

This factory, possessing 16 mixers, produces .
annually: 3,600,000 pairs of rubber overshoesj 2,000,000 pairs of
shoes with canvas upperss 300,000 sets of tyres for bicycles,
rickshaws and pedicabs, Among other products are rubber gloves,
golea and heels, .ll 1ts products bear the famous "Chien Xu".or
vaprrow and Drum” brand,

d} Chung Kuo (China} Shen I

Rubber Belt Factory.

This was established in 1933 and was the first
Chinese factory to manufacture rubber belts. Its monthly output
is 3,300,000 inch-plies for belts, It is said thgt these belts,
made with’'canvas of excellent quality, are highly elastic and last
very longi furthermore, being sold at a reasonable price, they fiad

* & good market in all big porta in this country as well as in the

South Pacific Islands,
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e) Min Sheng Ruvber Factory.

) This rubdber factory, equipred with 7 large mixers,
6 small mixers, 4 steam eutoclaves, 1 boiler, and 300 HP motors,
produces each month 12,000 dozen pairs of rubber overshoes and
6,000 dozen pairs of rubber shces wilh canvas ugpers,

£) Ta T'ung Industrial Co,, Ltd.

This Company hes a rubber factory located at 3u0
Yangtzepoo Road, which possesses 3 mixers and 430 HP motors and
produces "San Yuan® brand tyir.., ebonite fountain pen cases, roll-
ers, soles and heels and othexr rnvher articles,

g) Hua Fsag Rubaer ivods sanufactory.

Plant llo,1 is lozated et 2'an Chia K'u on Wu I
Roads Plant No,2 at 272-282 Xiaigwan Rogd and the newly established
Plant No.3 at 141 Chung Shan Road (W); each of the three covering
an area of about 7 mow 1),
Their equipment consists of: 13 mixers,

8 calonders,

norizontal boiler,
vertical boilers,
rubber shoe dryers,
waeterproof ¢loth dryer,
friction machines 2),
sprzadiing machine,
me&chines for stirring latex,
machine for cutting rubber,
rewing machines and
cther accessory machines.

h) Yung Ho (or jung ¥oo) Industrigl Co td.

) This Company was founded in 1918, The rubber
department of its Plant No.2 is engaged in manufacturing ®Yung"

QOO

3]

brand overshoes, balla, hot-water bags. It has opened business offices
L}

in Nenking, Tientsin, Hankow and Hongkong.

After reviewing the comparatively large rubber
factories in Shanguai, it may “ s interesting to know the total
mumber of persons engared in tre industry in this city, as tech-
niciana, workers ov ordinary staff wembers:

Technical staff 420 -
Ordinary staff H 1,034
) Technical workers: men 3,804
' womea 3,989
children __84 7,877
Ordinary workers., nan 3, 396
women 3,144
children __ 197 6,717

Tolals 16, 048

EDITOR'S NOTES: 1} 1 mow = 5,745 zres.

2) The friction wachine forces the rubber into the
textile fabric uged as a foundation.
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o . "2, Tentsin and Peiping.’

Tientsin counts 67 rubber factories, the largest
being I'T'ang (possessing 307 HP motors), Chen Chung (200 HF), Ta
Iu (2734 HP), Yueh Hda (166 Hl, and Hsin Tientsin (1914 HP); while
Peiping has only 5 rubber factories, the comparatively important
onea being the Hsin Hua (91 HP) and Ch'i Hsin (84 HP),

The main products in these two cities are bicycle
tyres and inner tubes. The number of factories engaged in Rranu-
facturing each particular kind of rubber goods is shown in the
following table:

Bicyele tyres 4] factories
¢ Soles 21 U
" Bioycle inner tubes 20 "

Iyres for vehicles (other
than bicycles & motor cars) 14 "
Shoes

V-belts .

Wotorcar inner tubes

Hose pipes

Balls

Inner tubes for vehicles
{other than bicycles &
motor cars)

Balts

Rollexrs

Motorcar tyre lining
Insulating cloth

Heels

Rubber electric accessories
Football bladders

Basket balls

MHedical tools

OO
=

DD 0L
=

The I T'ang Rubber Factory, whioh produces "Wheel"
brand bicycle tyres and inner tubes and rubber ghoes, is now plan-
ning to increas# its output of rubber shoes with canvas uppers in
order to meet the huge demand of the troops maseing on the battle-
fields in North China,

« The factories in Tientsin and Peiping are reported
to require 771 tons of raw rubber every month, 1)

3. Tsingtao.

The rubber industry of Tsingtao dates from 13530
when the Japanese-owned T'ai an and Ta Yu rubbur factories came
into being. The Chinese started building up their own factories
in the following yeara: the Lung Yu rubber factory in 19303 the
T'ung T'ai in 1932 and the Shantung in 1936. Soon after the
Chinese Government raised the customs duty on imported rubber
goods from 17.5% to 30% in 1933, more Japanese came to Tsingtao and
urested large rubber faetories there, namely: Bridge Stone and

EDITOR'S NOTE: 1) For a detailed list of the quantities of raw
. materials required by the rubber factories ir
these two cities, see Appendix IV. on p. 14

- T o P 0 By e e i —-——
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Japan in 1935, Hsing Ho in 1936 snd Kung Ho in 1938,

. It is reported that the output of tyres in Using-
tao before V-J Day represented 50-70% of the total osutput in Noxth
Chinaj of inner tubes, 30-60%; of rubber shoes, 902.

after V-J Day, the Bridge Stone Rubber Factory was
taken over by the Chinese authorities and placed under the ranage-
ment of Ch'i Lu Corporation. Now it is functioning under the new
name of the "Tsingtao Rubber Factory'. The former Ta ¥Yu Rubber
Factory resumed production at the beginning of 1947, under the
management of the lilitary Headquarters, The T'ung T'ai is pre-
paring to resume operation. Other plants have sustained such greaat
damage that they cannot be expected to re-open in the near future,

. . Things being thus, the present output of tyres
from the factories in Tsingtau cannot be more than 6077 of what it
was before V-J Day and their output of rubber shoes is about 20/
of the past production., The present annual production may there-
fore be eatimated as follows: '

Bicycle tyres 1,500,000
Bicycle inner tubes 1,750,000
Hotorcar tyres 72,000
Motorcar inner tubes 72,000
Rickshaw tyres 223,200, = =
Rickshaw inner tubes 684,000
Rubber shoes 8,604,000 pairs

It seems that these figures will remain appro-
ximately' the sams for the next two or three years,

The Tsingteo Rubber Factory which is the largest
of its kind in this port, consists of three departments: the tyre-
making department, shoe-making department and weaving department,
Working at full capacity, it could attain the following annual
outputs ’

Item Annual output cepacity
Bicycle tyres 1,200,000
Bicycle inner tubes 1,800,000

- Motorcar tyres - 50,000
Motorcar inner tubes 40,000
Rickshaw tyres 150,000
Rickshaw inner tubes ' 250,000
Rubber shoes 6,000,000 pairs
Conveyor belts 20,000,000 plies
V-belts, 80,000 .
Rubber rollers 30,000

. . The products of this factory still bear the former
“B.S.“ brand and, besides meeting the local consumption, are sold to
Kiangsu, Chekiang, anhwei, Hupeh, Kiangsi and Taiwan. Large guanti-

ties of rubber shoes are supplied to the armed forces of the conrirs,’

4. Other Parts of the Country.
a) TAIWAN: Tnis island counts 48 rubber facticvwiesy

"1 operated by the provincial government and 47 owned by private

coneerns, scattered in Taeipei, Fengyuan, Chenghua, Hsinchu, Kau-

-hsiung ahd Tainan, They posseas altogether 141 mixers and produce

o o e e B e . o s 2 o O B e e o 2 e P O o e i O o O e e e
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more than 50 kirds of rubber goods, the mogt important being tyres,
shoea, boots, rollers, hose pipes, waterpipes and gloves.
: i

The Teziwan Rubber Co,, Ltd. operated by the pro-
vineial government, is the largsst of all, its production cepacity
representing more than 60% of that of the whole islend, It is =blnx
to produce at present sbout Teiwan Currency 390,000,000 worth of
rubber goods every month, which is gaid to be equivalent to 1307 of
the amount of production of the same Company under Jepenese manage-
ment. Its output and sales of tyres, shoes =znd boots in August,
Septehber, October and November 1947 were recorded as follows:

Pyres end Tubes (for bicycles and motorcars)

- Output Sales
Augnst 1947 2,786 1,430
Septenber Y 2,877 3,724
October u 5,186 4,299
Novenber " 6,147 2,759

hoes and Bootg (including sports shoes, rein shoes
and boots, long and short bootsj,etc,

Qutput Sales
August 1947 29,380 peirs 26,715 pairs
September " 28,967 ¢ 52,600 "
Qctober n 32,631 " 37,338 "
November 35,639 " 28,580

b) CANTON: Notwithstending the fact that Canton
is credited with being the first plece in Chine where a rvhber
factory was ever erected, the development of the. rubber industry
in this city has been frustrated by the competition of rubber fac-

*tories in Hongkong which enjor a definitely more favourable posi-
tion both for supplies of raw materials and for sales to various
markets. Though the city counts more than 200 rubber plants =zt

- present, most of them operate on a rather small scale. The Canton

Rubber Industry Guild is reported to have only 61 member factorics,

operating sltogether 112 mixers. Their principal products are
{» rabber shoes which are sold, mainly in Kwangsi, Kiangsi and Hunan.

c) CHUNGKING & KWEIYANG: There cre altogether 6
plants in Chungking =nd Kweiyang, operating 32 mixers, The Chung-
king branch of the Chung Nan Rubber Factory (with its head office
in Shanghai) is the largest of all, producing daily 8,000 pairc
of rubber shoes and 70 dozen bladders for balls., The daily outoyut
of shoes can be rai:ed to 10,000 pairs provided that electric power
is regularly supplied. The Kweiyang branch of the same Factory
is manufacturing mainly spare automobile parts, electric fan belts,
bladders for balls and hose pipes. : '

d) NORTHEAST: The Mukden Rubber Goods Factory
in Mukden, under the management of the National Resources Comuis-
sion, possesses 42 mixersj the Mukden plant of the Northeast Pro-
duction adrmipistration possesses 22 mixerss the Uniform Plant
= under the l§ilitary Headquarters has 26 mixers and the 3rd auto-
mobile Parts Plant of the same Headquarters has 7 mixers. But
owing to disrupted communications and lack of raw materials, their
output of rubber goods is very limited. ’
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II, - Raw Materials,Machinery
and Self-Sufficiency.

Though the rubber industry in China has a fairly
good foundation, it is as yet unable to supply the nation with zll
the' rubber articles needed. This is clearly demopstrated by the
sizable imports of rubber goods in last two yearss

Import o re
1946 1947 December 1947
Froms
Usa 79, 355 216,982 5,790
India 12,327 15,793 1,940
France 2 7,381 3,542
Great Britain . 2,028 5,273 810
Hongkong 306 198 25
TOTAL 96,600 246,958 12,150
! . Import of Inner Tubes
1946 1947 December 1947
Fromg . : .
USa 59,863 94,631 4,769
India 4,214 10,608 1,978
France 2 . 7,442 3,536
Hongkong 31 3,665 3,626
TOTAL 67,768 121,790  15.030
or " Rubber Boot h
including soles and heels)
(unit ¢ pairs)
1946 1947 December 1947
Frem;
il Hongkong 950,424 1,986,328 200,450
e Usa 973,631 401, 331 492
Straits Settle-
ments & F.M.S 34,593 4,105 é50
TOTAL 1,997,877 2,403,871 201,624

The reason for this failure to attain self-
sufficiency, lies chiefly in the lack of raw haterials and in a
few cagses also in the lack of machinery.

China, not producing raw rubber herself, needs to
import about 4,000 tona monthly to feed her rubber industry. Yet,
‘'with a view to curtailing its disbursements in foreign exchange,
the Chinese Government has been inclined to cut down the quota for
the import of raw rubber which has become inadequate to meet the
requirements. Thus the import of raw rubber in December 1947 was
reduced to only 1,704 metric tons.

The followir._ table shows the import of old, waste
and raw rubber during the years 1946 and 1947, and in December 1947:
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Import of 0ld, Waste and Raw Rubber

1940 1947 December 1947
From:
Straits Settle- netric
ments & F,M,.S. 5,548 tons 20,453 m.t. 853.7 m,t.
UsSa 8, 384 14,776 : 565
Hongkong 5,452 2,043.5 235.8
Indo-china 1,073 792 . 37.6
Netherlands N
Eagt Indies 2.2 5 5
TOTAL 2Q,8g§-"" BTV 1.708

Besides crude rubber, many other raw materials are
required, such as ainc cxide, carhbonate, stearine, lithopone,
graphite, sulphur, accelerators !}, anti-oxidants 2}, pine tar,
Turkey red oil, carbon black dyestuffs, linseed oil, gasoline,
fuel oil, paraffin, vaseline, :2gnesium oxide, paper, etc.

. 2inc oxide is produced in this country, but in
insufficient guantities. The Raw Material Plant No.l of the Ta
Chung Hua Rubber Industrial Co., Ltd., the K'ai Lin Paint Factory
in Shanghai, and the Kuo T'al Industrial Co. in Hengyang (Hunan)
produce at present about 160 tons of zinc oxide each month, The
monthly output can be raised to 340 tons in the future,

The domestic supply of calcium carbonate and
atearine comes very near to the amount consumed, . total of 700
to 1,000 tons of calciuw carbonate is produced monthly by the Lew
Haterial Plant No.l of the Ta Chung Hua Rubber Industrial Co. Ltd.,
the Shao Hsin Chemical #orks, Ltd., the kel T'ai Chemical #orks, -
the Ching Hua Industrial Co. and the China Brick and Tile Co, 2ll
in Shanghai. a total of about 80 tons of stearine is produced
svery month by the Chung Fa Olein Factory and the Chung Hua Olein
Factory in Shanghai, and the Ch'ing Ming and . the Yu Fa Chemical
#orks in Wenchow (Chekiang}). ) ..

The other raw materials are.either not produced
in this country or produced only in very small quantities, so that
rubber goods manufacturers have to rely upon supplies from abrozd.

Besides raw materials, the problem of inetalling
modern equipment also calls for attention., [t is certain that in
the past restrictions by the Government on the importation of mach-
inery have been an obstacle to the efforts of some industrialists <o
augment the production of rubber goods and to improve their quality.
For instance, both the Ta Ghung Hua Rubber Industrial Co, Ltd, am
the Cheng T'ai Rubber Factory in Shanghai, shortly after the
Viotory, placed orders abroad Jor modern machines which were ready

NOTES: 1) accelerators: formerly litharge, lime and magnesium
oxides were used but they are now commonly replaced by
organi¢c compounds such as MERCAPTOBENZOTHIAZOLE (Captax)
DIPHENYLGUANIDINE, TETRAMETHYLTHIURAMDISULPHIDE (TUADS)
and ZILIC DI:&ETHYI.DLTHIOCA.RBA:.{ATE (ZIMATE)

2) antioxidantat usually ALDOLALRMANAPHTHYLAMINE or
PHENYL BATaKaP THYL4MLiH,
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to be shipped to this country. But their application to the Gov~-
ernment authorities for foreign exchange for the imports did not
aucoeed and the whole affair was suspended. It must be pointed
out, in this connection, that if 200,000 sets of motorcar tyrecs
and tubes arc imported annually and if each set costs US$50, China
will have to spend US#l0,000,000 every year or Us$30,000,030 in a
period of three years. It is estimated that if a sum of US$30,CCO,
000 is used to buy modern machinery for the manufacture of rubber
gooda and if the-import gquota of raw rubber is raised at the sare
time, China will be able to produce all the rubber gooda her
people needs.

Appendix I, - Mixers Pessessed by the Various
Rubber rFactories in Shanghai.

a. Number of 0ld Lixers.
Size Number Monthly Re- Total monthly

{
of sets quirement of requirenment of
raw rubber, each raw rubber
22% x 564 2 15 tons 30 tons
20" x 56% 1 15 15
. 18" x 48% 9 10 90
16-1/8" x 303 1 . 7 7
16" x 48" 2 ? 14
16" x 44¢ 6 ? 42
1% x 42¢ 2 7 14
16% x 40% 4 ki 28
© 16w x 39 1 7 17
16" x 3240 2 ? 14
15487 x 304" 1 5 5
14" x 40 1 5 -]
144 x 384 4 5 20
14® x 364 236 5 1,180
(- 14% x 34v 16 5 80
14% x 3¢ 13 5 65
14* x 300 8 5 40
14" x 28% 2 5 10
12* x 3o 21 3.5 73.5
ign x 8¢ 26 3.5 91
12y x 27 2 3.5 7
12¥ x 26" 4 3.5 14
129 x 25% 1 3.5 3.5
- 12% x 24+ 14 3.5 49
10% x 26¢ 1 3.5 3.5
10n x 24% 4 3.5 14
JOTAL: 364 1,921,5 tons
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b. Number of Mixers Newly Installed

Plant Type Number
Ta Chung Hua No,1l 10" x 19 1
No,2 16" x 42+ 1
No.3 14% x 36¢ 2
18Y x 48% 2
No.4 14% x 36¢ b
Chen Hua 114 x 28% 1
Shih Bheng , 144 x 36" 2
Ch'in Kung 14" x 3G o
Tung Hai 14% x 36¢ 1
Te Ya s 14v x 36% 3
Hue Nan 14% x 3ev 2
Chien Hua 12n x 280 1
Ch'i Ch'ang 14" x 36¢ 2
Ii Ttai 164 x 44" 6
' 14" x 360 2
Nen Yang 144 x 36" 2
Shuan Lung 14 x 36% 1
I Sheng 18" x 40 1l
Ta Heing 14" x 36% 1l
Te Hsin Hsing Chi 18" x 40v by
12" x 28 1
Hua Hsing ) 12¢ x 28% 1
Kuangtung 114" x 24 1
Chung Kuo 14% x 36" 2
Wu Chow 14" x 36% 1
Hung Ta 14* x 3z6% 1
No,2 14" x 36" 4
No.3 - 14" x 36M 8
Chung Nan 14" x 3o¢ 2
Ta ILu 14% x 3¢ 2
Shanghai Rubber Plant 14¢ x 36" 6

under the Navy
IQTal:

B

(; Appéndix I1. - Monthly Production of
Rubber articles in Shanghai.

8. Totzl Monthly Output of Various Rubber Goods.

lkem Monthiv Quiput
. Tyres for bicycles, pedicabs snl rTickshaws 54,915 pairs
Inner tubes of tyres for bicycles, *
pedicabs and rickshaws 83,742 L
Automobile tyres and inner tubes - 4,800 sets
Rubber wheels 540
.Rubber for mending tyres 1,000 pounds
Shoes with canvas uppers 4,022,043 pairs
Soles . 0,650 pounds
Soles for sports shoes 21,368 "

NOTE: The Hue Fu has transformed its 94" x 24" mixer inte &
104" x 24" ene and the Huan Ch'iu ita 14" x”36" into
a 44" x 36" one,

-_-_—--__-—-—----—--_-_-_---_-—--_---uu-_------—.’-------------—-—-_
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Item MHonthly OQutput

Heels for shoes 17,426 dozen
Overshoes 871,378 pairs
Boots 10,400 ©
Printing rollers 216
Printing and dyeing rollers ' 71
Roller for paper making 1
Rubber rollers ’ 1,523

Roll mills 300 pairs

Rubber hose pipes 449
Y totel length:17,300 ft)
N total weight:34,009 lbs)
Rubber belting 4,296,981 inch-plies

V-belts 6,000 feet
V-belts for machines : 6,512
Eboni te 10,986.25 pounds
Ebonite fountoin pen ceses 15,000 pounds
Ebonite covers for aswitches * 120 dozen
Ebonite battery ceses 115
Telegraph wires 14,000 ooils
Wire insuleted with rubber and egtton 6,723 "
Wire insulated with rubber only 3,662 "
Rubber wire coils 13,585 pounds
Rubber for covering wires 17,060 "
Rubber insulating tepe 10,000 dozen
Rubber sponge 15,000 pounds
Pumps 150 dozen
Pedals - 600 gross
Rubber erasgers 5,367 pounds
Hygienic appliancea (e.g. gloves) 5,000 dozen’
Hot-water bags 2,185 n
Balls 146,024 u
Inside bladders for balls ) w00 *
Rubber tubing 1,400
Rubber threed 18,140 pounds
Rubber bands . - 7,569 %
Thin rubber sheeting 35,840 ycrds
Spare parts 3,000
(total weights30,860 lbe )
C Pressed and refined rubber 7 tons
B Regenerated rujber 12 ¢

b, Output of V-Belts from Various Faotories.

Neme of Factory Average monthly  Maximum monthly
' output output
Central Chenical Works 500,000 inch- 1,000,000 ineh-
under the National Re- plies plies
sources Comnis'sion
Ta Iai Industrisl Co. 368,331 * 800,000
Chen I Rubber Belt Fty. 251,812 503,625
Wu Chow Rubber Goods ¥ty. 129,427 300, 000
Cheng T'ai Rubber Fty. . 129,242 1,300, 000
TOTAL 1,378,812 3,903,625
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¢, Output of ubber belts from
Various VF:.ctories.

' Name_»f Factery Average monthly saximum monthly
output output
shen [ Rubber Belt Fty. - 2,268,314 inch- 3,500,000 inch-
] plies . Plies
Cheng T'ai Rubber Fty. 1,345,478 14, 000, 000
Qhung Nan Rubber Fty. 800, 000 1,200,000
TOTAL _ 4,413,792 18,700,000

Appendix III, - Monthly Requirement of Rew
. iaterials for the Rubber
Industry in Shanghsai.

(according to current information})

Iiem Originating in Monthly Requiresezt
Raw rubber South Pacific islands,
> Singapore. 1,800 tonc
accelerators USA 27 v
Anti-oxidants" Usa .o 8 "
Calcium carbonatel) Shanghai 1,800 "
Carbon black Usa, China 450 ¢
Coal . . North China,Shanghai 3,240 ®
Copying paper . Norway 45 "
Fuel oil USa, England 1,800 "
Gagoline USa, England 270,000 gallons
Graphi te Taiwan, USa 200 tens -
Draft paper Norway 100 "
Linseed o0il} South america, USa, 45 n
Tientsin .
1itharge Shanghai, USA 84 v
Lithopone Shanghei, USA, England, 270 "
Belgium, Holland.

{ Machine oil USA 27,000 gallons
Magnesium carbonate Chekigng . = 90 tons
Magnesium oxide USa 9 *
Manila paper Shanghai, USA 36 "
0il black UsA, 3.5 ¥
Paraffin wax - USA - 36 "
Pigments ' Shanghai, USa 1.8 "
Pine tar Usa 18 n
Press buttons Shanghai, USA 25,000 groes
Shoe eyelets Shanghai, USA 168, 000,000
Stearic aoid ) USi, Shanghai, Chung- . 36 tons

king, Wenchow, :
Sulphur . Hunan, Taiwan, USA 54 "
Vaseliine UsA - 8 " ¢
Zine earbonate Shanghai, USA 8 ¢
2inoc oxide usa 450 "

NOTE: 1) Accerding to other reliable estimates, the actual co:i-
sumptior is not likely to exceed 350 tans.
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Appendix IV, - idonthly Reguirement of Raw
Materials for the Rubber Industry
in Tientain and Peiping,
(ef. Rubber Industry Guild of Tientsin and Peiping)
Jtem * Monthly Requirement
Raw rubber 771 tons
Accelerators 12 "
- Anti-oxidants 8 "
Calcium carbonate 771 u
Carbon black 192 »
Copy paper 19 "
Gagdline .5,400 gsllons
Lithopone 115 tons
Iitharge . 23 "
Maohine oil 5,400 @gallons
Magnesium oarbonate 38 tons -
Hagnesium sxide 4 "
s tanila paper 15 “
. 0il black 1,400 1lbs.
Paraffin wax 15 tons
Pigments 0.8 ¥
Pine tar 8
Shoe eyelets 10,350,000 grains
Stearic acid 15 tons
Sulphur 23 n
Titanium oxide 8 v
Vaseline 8 w
Zinc carbenate 8 .
Zine cxide 192 w
i
C
( Bnd )
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Rules Governing the Application of Annex No%s LVII

the Revenue Stamp Duty Law
. Promulgated by the Executive ™an Annex Concerneds No, LVI
N on the 20th ol April, 1948;

Published in the Weekly Review of Number of pages; 5

Taws (Fa Ling Chou K'an),

Hay S8th 1948, Remgrks: Translated by our

Legal Department.

e

. RULES GOVERNING THE APPLICATION
' . OF THE REVENUE ST4P DUTY LAVW

These Rules are laid down in aceordance with the
provisions of Article 31 of the Revenue Stamp Duty Law (horoarter
mentioned as THIS LAW,

Article 1.

Article 2,
The organisation appointed by the Minigtry eof
Finance to issue revenue stamps shall contract with post effices,
. public and private banks and other properly congtituted juridical
!b persons, for the sale of the stamps on commission, It ghall give
to these sales agents a commission of from two to five per oent,
to be deducted from the receipts from tbe sale of stamps, But each
month a statement of the amount of the commission must be prepared
and sent to the organisation which issued the stampg, teogether with
a receipt for the revenue stamp duty paid. These shall then be
audited and the corrected accounts sent to the Treasury.

Article 3, ' .

The "educational, cultural or charitable institu-
tions and cooperative societies" mentioned in item € of Article 4
of thias Law shall all be instituticns or juridical persons estab-
lished in conformity with the law,

Article 4.

- The “duplicates or copies" mentioned in item 7 of
Article 4 of this Law shall be those only which bear exactly the
same contents as the original document upon which revenue stamps
have already been affixed,

-y - -
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Artizle 5,

e Adasumenis used iniernally, not involving any
external chligatione, menticrned in item 8 of 2rticle 4 of this

Zaw, Bhall be decuments unsed by an insiitution or organisation wi-
thin itz owr: offices fer rmutual notification between various depart-
ments, Doacuments exchangad by the branch offices and head office

of an institution or organisation shall not be regarded as documents
issued for internal uge. ,
Article 6,

The "bills pressing for the payment of debts',
mentioned in item 9 af Aritvc - 4 of this Taw, shall be overdue
ancount bills i:suer ubt the pie-determinad time of payment or
acacrding to cusiom, on the vreasiorg ¢f the New Year or of festi-
va.s, and only grving *ne smounts of the dehts, But bills speci-
fying roames, ¢uankities 8nd prices of eriicles, which are sent to
customeos requasting vham 1o pay thiir accounts without the issue
of any other invoeince ox receipsl for wonecy, shall not.-be regarded in
this sense as vills pressing *or the payment of debts,

The ' "bills used for the 2uditing of accounts" men-
tioned (in %ae seme item of the sanz Article) shall be statements

- igsved by banking institutiors :r ccmmercial firms to their customers

for the purpose of checking any errata in the payment and receipt
aecounts, s

Article 7,

When as mentioned in the second paragraph of
Article 6 of this Lew, the revenuc¢ stamp duty for commercial
documents has been paid in a rourd sum, if there has been any pay-
ment in excess, no application may be filed for refund.

- Article 8.

¥nere any document drawn up outside the gountry
ig used as mentioned in Article 11 of this law, the person using
it shall be held liable for affixing the revenue stamps.

Article 9, .
When in conformity with the provisions of article
14 of this ILaw, a government office or school issues any doeument
which is subjesct to revenue stamp duty, and tre recipient has been
made to affix the appropriaty amouni in revenue stamps, it shall
also verify that the amount .. =hamps affixed is correct and that
none of the s*ams have been removei (from another document ) and
uged again, and chall require any nzcessary readjustments to be made
immediately, If any documernt ig issued without revenue stamps
being affixed ther:cn er if the document is stamped without the
necessary readjustments, the resuliing responsibility for’vioclation
of the law shall fall vpon the person who issued or stamped the
docunment, ’

Article 10. )
Wneve according to the provisions of this Law, the
recipient of a cczument should deduct the cost of the revenue stemps
he has affixed ¢ behalf of (the party issuing the doeument), if
there is any vioilzlion of the lew, the resulting responsibility
skall fall uvpen Lhe recipient,

Article 1.
N Tt *official price mentioned in Article 15 of
this Law shall Zean the prise approved or decided by government

P P e e e e e B e P e e s e . a8 s P8 o e 8 B e e O o A5 A = R e e g o o e
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authorities. Where there is no official price, the current priee
on the local market shall be taken as basis.

Article 12.

. The nemes of documents given in the Annotation
oolumn of the Table of Duty Rates of Artiele 16 of this law are
only explanatory examples given for each category of documents.
Those doouments which are definitely of the same nature as the
documants in a certain eategory, even though not eited among these
examples, shall still have revenue stamps affixed on them according
to ths duty rate prescribed for that category. Where the nature
of a doeument cannot be positively decided, the case shall be re-
ported to the Minigtry of Finanee for decision,

Article 13,
Any public er private enterprise or business

organiged ds é Company, which hag not yet issued formal share cer-

‘tificates, must affix revenue stamps to the temporary receipts for

money received for shares or for inorcase.of oagital ag is done
on receipts for money. They may alternatively be sffixed collecte
ively on the account book for registering capital, but if they are
affixed collectively on the account book for registering capi tal
an explanatory note must also be added to the temporary receipts.

Artiele 14, ‘
The "dooument of principal debt and document of
accessory debts® mentioned in the third paragraph in tre annotation
column under item 6, “Contracts of Losn or Indebtedness or Deeds

of Pledge' of the Table of Duty Rates of Article 16 of this law,

must recodnise the relationship of principle and acoessory in all

the doouments of any kind produced by one and the same act of loan,
pledge or indebtedness, If any change takes place in the obliga-
tion or in the parties concerned'in the transaction, it can no longer
be recognised as one and the same act,

Article 15,

Revernius ptamps shall be affixed on the "renting
or lease documente? msntioned under item 22 of the Table of Duty Rates
of Article 16 of this Law, according to the aggregate amount of
guarantee mongy and of rent pald per term as specified on the
document, .
If the rent is to be paid in kind and in propor-
tion to the future production of the bbject leased, the quantity
of products representing the amount of rent for the first term of
lease, shall be estimated at ita money value according to current
prices, and then revenue stamps shall be affixed accordingly.

Article 16.

. The actual total amount of receipts shall be
calculated and registered monthly on the receipts or books for the
remuneration of services mentioned in item ¥o,35 of the Table of
Duty Rates of article 16 of this law, and the correct amount of
revenue stamps shall be affixed on each of them, It shall not be
allowed to draw up separate receipts so as to evade reporting the
amounta received. ’

Article 17,

. #here their time 1imi't has been agreed upon before-
hand the different documents subject to the revenpue stamp duty
according to this Law, shall be valid within that time limit., Where
the time limit of the doouments is set at the end of the year, their

- - - - L L R L T R Rl P - g o - -
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validity shall expire at the end of the year, Documents which
_ econtinue to be in use after the sbove time iimits have expired
shall have new revenue stamps arffixed on them.

Article 18.
The investigation of the revenue stamp duty laid

down in Article 17 of this Law, besides being governed by the pro-
visions of this Law and these Rules, shall be enforced in conformity
with the Regulations governing the Investigation of the Revenue
Stamp Duty 1) drawn up by the Ministry of Finance.

Article 19.
If any officials investigating ravenue stamp duty

conduct the investigetion without carrying a warrant as laid dowm
in Artiole 18 of this Law, the persons subject to investigation
ghell not accept their autnority.

Article 20.

) When sccording tc the provisions of Article 20 of
this law, investigators have discovered that eny documents are in
contravention of this Law and seek to remove them for report and
examination, whatever may be the nurber c¢f the documents which
contravene the Revenue Stamp Duty lLaw, receipts for them shall
always be issued to the pariy concerned. If actual requirements
render it impossible to remove the documents, the persons subject
to investigation shall prepare a statement of the contravention
of the Revenue Stamp Duty Law and give it to the investigators who
shall transmit it to a judicial organ for examination and judgment.

Any investig-“or who has on his own acéount arbi-
trarily imposed any punishment or granted exemption from punishment,
shall be severely punished according to the Law,

Article 21. )

" Denuncigtions of documents contravening this Law
es provided for in Article 21 of this law, shall be made to the
losal competent revenue stamp duty office.

If while performing his duties, any public func-
. tionary discovers any document in contravention of this Law, he
q’ shall denounce it to the local competent revenue stamp duty office,
But, if in the course of legal proceedings, a local judicial organ
makes such a discovery, it may impose a direct punishment.

The competent revenue stamp duty office shall,
immediately upon receiving the denunciations mentioned in the above
two paragraphs, despatch officials to conduct an invesatigationk.

Article 22.

If as mentioned in Article 24 of this Law, the
earrying out of the investigetion has been obstructed, the police-
men and the headmen of the Pac Chia concerned who have agsisted
(the investigation) shall give witness to the case, and the parti-
cipating investigators shall prepare a report of the facts and -
gend it to the competent office which shall write to the local
{udigiai organ requesting it to examine and judge the oase acecording

o e law,

EDITOR'S NOTE: 1) These Regulations were promulgated on the 6th
of August, ..47.
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Article 23,
HViolations of the provisions of this Law" as

mentioned in Article 25 of this Law, shall refer to violations of
Articles6 to 12 and article ‘13, sush as entire or partial failure
to affix revenue stamps, failure to stamp the revenue stamps which
have been affixed or failure to stamp them according to the pro-
visions or the use of revenue stamps removed (from another
document ).

1

Article 24,

When a judiciel organ has imposed a fine for any
violation of this Law with ri; ~rd to any document, after the fine
and the revenue stamp duty prescribed in article 27 have both boen
paid, the party resjonsible for the document may show the receipts
to the judiciel organ and request it to return the document
immediately.

Article 25,
The multiplier for the readjustment provided in

Article 30 of this Law shall be caleculated by taking the ratio of
the index number of wholesale gommodity prices throughout the

i country for February of the thirty-seventh yesr {(of the Chinese
Republic) 1), as basio figure, to the index number of wholesale
commodity prices throughout the country for the month preceding
the readjustment., The formula of computation is as follows:

Multiplier for readjustment =

index no, of wholesale commodity prices throughout the country for
the month preceding the readjustment, divided by .

index no, of wholesale eommodity prices throughout the country for
February of the thirty-seventh year {of the Chinese Republic)

In computing the above-mentioned multiplier, it

shall be taken correct to the nearest whole number, i.e, four tenths

being left out of account and five tenths taken as one.

’ If the multiplier for readjustment i@ less than
five, the lLiniatry of Finance may temporarily delay the readjust-
ment of the duty rates,

{  Article 28. :
If any regulations or explanatory precedents
existing before the enforcement of this Law, are in contradiction
with the provisions of this Law, those parts of them which are in
contradiction shall lose their validity as from (the\date of')
enforcement of this Law. .
Article 27.

These Rules shall come into force on the sanme
date as the Revenue Stamp Duty ILaw.

{ Bnd )

UONTHLY BULLETIN NO.XIX - June 1948 - Annex No,IVII - Page 5

.
- ’

Approved For Release 2001/09/04 : CIA-RDP80-00926A006900050002-1

gy i o



Approved For Release 2001/09/04 : CIA-RDP80-00926A0 50002-1

| —

H . k

UNIVERSITE L ' A UR ORE
-8heaenghali-

/ BUREAU DE DOCUMENTATION
(Bconomie Chinoise)

£80 Chungking ¥an Lu (Dubeil)
;..,‘,’,‘Tﬂl 185762 .

\ : o~
- -f! L-?--ﬁ-
. o o

Commédity Tax Regulations - " Annex No, LVIII

-

Revised and promulgated by the ’
Netional Government - Number of pages: 7
on the 2nd of april 1948; -

Published in the Weekly Review Remarks: Translated by
- of laws (Fa ling Cheu K'an), our Legal Department.
{ Mgy Sth 1948,

COMMODITY TaX REGULATIONS 1)

Article 1. .

Except where it is otherwipe provided, commodi ty
tax shall be levied according to these Regulations on all commodi -
ties speocified therein, whether they are produced or manufactured

. in this country or are imported from abroad.

Article 2,

The commodity tax is a State tax and shall be
aollected by the oommod.itJ tax offices under the Bureau of Taxation
(Shui Wu Sbu) of the Ministry of Fimanoe.

Article 3.
The following commodities shall be subjeot to the

5

commodity taxs:

1) Rolled Tobaccot comprising all kinds of Cigarettes
made with rolla of tobacco enclosed in cigarette
paper, Cigare made with tobacco leaves, as well s
Foreign-style Tobacco.

2) Flum-cured Tobacoo Leaf.

3) Foreign Wines and Beer: comprising all kinds of
foreign-atyle wines manufactured in this country,

EDITOR'S NOTEs 1) The Commodivy Tax Regulations were first pro-
milgated by the National Government on Aug. loth
1946, and wers successively reviged on Nov., 26th
- : 1946, on Mar, 21st 1947 and most recently on
April 2nd 1948.

N ¢
For further details our readers ars referred to
Monthly Bulletin No.VII - April 1947 - Document
44 & No.VIII - May 1947 - Document 463 YA Coni-
prehensive Study of Taxation on Commodi ties
in China*, by Yang Ta-soong.
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6)

7)

8)
10)
11)

12)

Article 4.
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1)
12)
Articles 5.

“aulphide

¢

with the uxception of alcohol.

wpnenagt  raferring boin to those made with phospliorus
and to satety matches.

Sugar: Jnciuding trown anl white sugar, orange

sugarc, crystal suge, cube sugar, lump sugar and
refined sugar.

Cctton Yarn: comprieing machine-made unbleached
cotton yarn, ninged cotton yaxrn, cotton yarn waste,
yarn made with artificial cotton and all other kinds
of cotton yarn.

wodian Yarn and Woollen Threads
yarn and woollen thread, and yarns
srem wosl mixed wiih cther fibres.
™IS,

(‘ement.

Beveragest counrising aerated water, fruit juice,

fruit syrup, ei..

Tin Fcil and Paper used fox Superatitious Purposes:
referring to all Xinds of Uin foil and paper used far
superstitious purprses.

Cesmeticss inciudirng hair pomade,
powder, Touge, shaving £9ap, lipstick,
polish and eyehrow pencil.

comprising woollen
and threads made

brilliantine, facc
perfume, nail,

The rates of the commodity tax shall be as feil:wa:

Rolled Tobaccos 100% ad vdlorem *
Flue-cured Tobacco Leafs 30z . .
Foreign Wines and Beer: 100% ¢ v
Yatches: 205 M L

Sugers 255 M .

Cottca Yarns 7% M "
woollen Yarn and Woollen .

Thread: 154 ¢ .«
Furs: 13 u "

Cement 15% .
Beveragest 20% ¢ v

Tin Foil and Paper used for
Supers+itious Purposes:
Cosmetices

60% " "
45% » °

The taxable value of a commodity subject to the

commodity tax shzll be computed on Lhe basis of its average whole-

gale price over two months on

reglon.

The
(a)
{b)

(¢}

FE e i
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the markets near the producing

ancTe-mertioned average wholesale price coverss
The taxable value of the commodity concernedj

The original commodity tax to be paid, i.e.
the tax rate to be applied to the taxable * «~. «
value of that comnoditys

The expenses for transporting the commodi ty
frou the producing region to a nearby market,
aiug fixed at ter per cent of the taxable
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The asscssed taxable value 1) =

average wholesale price on markets near the producing region X 100,
divided by (100 + tax rate on the conmodity concerned + expenses
for trangporting from the producing region to a nearby market i.e.

10)

All goods who.2 price hag been egreed on by a
government office may be dealt with according to the provisions of
the preceding paragraph, taking the agreed price as the basis for
computing the taxable value,

In order to facilitate the examination of goods
subject to commodity tax and the levying of the tex, the Kiniatry
of Finance may, after consideration of the circumstances, adopt =
graded tax. The method of computing this graded tax shell be leid
down by the Ministry of Finance.

Article 6, ) s
The exsmination cf the selling price of goods of
ell kinds subject to the commodity tax, the compilation of the index
. number for commodities end the estimetion and revision of texeble
( values shell be carried out by an Appraisal Comni ttee set up by the
Bureau of Texation., Regulations governing its organisation and
rules for eppraisal shall be laid down by the Ministry of Finence.

The members of the above-mentioned Appraisal
Commi ttee shall be appointed by the Miniatry of Finance from among
the heads of the departments concerned,

Article 7.

’ Any of the commodities specified in Article 3,
which are imported from abroad, besides paying customs duty, shzll
be subject to the commodity tex according to the value estimeted
by the Customs House.

) EDITOR'S NOTE+ 1) The formula is errived at by substituting in the
origin%l equations .

r WoP. = T.V. + 28 ToVa 4 30 Ta¥e
100 100
}
100 x W.P. = T.V. (100 + 25 + 10) \
V. = WePa_x 100

100 + 25 + 10)
(#.P. = Whole Price; T.V. = Taxable Value)

To illustrate; let the aversge wholesale price
per 100 Shih Chin (or 13.0.23 1lbs) of sugar be
CN$10,000,000, and the tax rate 25% ad velorem; end let
;ge expenses of transport be 10% of the taxable vzalue.

eng

CN$10,000,000 X 100 £ (100 + 25 + 10)
CN$7,407,407,40.

CN§7,407,407.40 X 2555
CN$).,851,851,85.

The taxable velue

end
The tax payable
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Ariicle 3.

Whan any cormriity fox whnich the commodity tax
has already teen paid. is transpoarted eud sold witkin this couutyy,
rno locai® gurarrmuant s ailewed w0 lavy any further tax thereon.

Jf o omnroiity if exporied ef‘ter it has paid the
commodity tax, %nie tex uh be refunded. Important goods for
oxport which ar= %o be exported directly frem the producing factory
may be exempted rrem commodity tex according to regulations laid
down by the ¥inisiry of Faauce.

Article 9,

“he rarinas comprtent ceormodity tax offices shall
sfatior a2fficials in fe-cories and dspots to collect the tex on
taxgble :osmuodisices producsd within this ecuntry. In special
cireumstances, the collecting oif:ulels may be directly appointed
by the Bureau of Texaticn, 1f i+ i3 ipconvenient to astation of -
ficials in a factory or depoi, tn. cimpciant scrmcdity tax officve
may investigate and tind out the wmount o productisn and colle¢zt
the tox at stated ‘intervals, er the merchan® shall report produc-

{ tior to the local :.ompetent csumodity tax offine which shall
collec* the tax according to “he iaw, The Customs House, rhen
levying ustoms duty on com:odiiiuvs imporied frrm abroad, shall
alsc act ag tex ollicator.

Article 10.

After the commodity tax has been paid for com-
modities, documents certifying *ex payment shall be issued as
provided below; the ccmmodities may ‘then be sold.

1) Rolled Tobazco, Matches, Foreign Wine,
! Beer, Beveragec and Cosmeticsa:

- ) The taxation cffice or the officials stationed
- in the factory.shall iasue and affix a certificate of inspection:
. i1/ on each smallest-sized package uof rolled tobaccoj ii/ on eazh
- packags of ten small boxes of matches; iii/ on the sealed opening
of each smallest-gized contasiner of foreign wine, beer or beveragesj
iv/ on the sealed opening of each smallest-sized container of
(: «cosmetics or on each regulation unit package. They shall see that
revenue stamps are affixed on =ach case or package. If the commo-
dities are declared to be iransported to other places, & trans-
portation permit shail be filied in and issued. But if a factory
of foreign wines, beer ¢r beverages has complete equipment and
nas installed ealculators on iis machines according to which the
total output can be known, i may apply to the Ministry of Finance
for appreval o etamp on the conisiners “Ccmmodity Tax Already
Pajid',.and for a takation veceipt to be issued.

Fuig, Tin ¥ail and Peper used
for Supersiiiious Turposen:

-— ime texation ¢ffice or the officials gtationed in
the factory or in ihe depyots; . reli fill in end issue taxation
reseipts and sc. that @ stemped permit is affixed en each packeaic.

3) Yneat ¥_ooar and Cementt

The taia®l.n office or tre oflficiels stationed
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in the factory shall fill in and issue taxation réceipts.

4) Commodities Imported from Abroads:

The merchant, after s2curing a Certificate of
Payment- of the Commodity Tax upon payment of the tax to the Customs
House, shall request the competent commodity tax office to isesue
in exchangs documents certifying tax payment as provided above.

5) Tex Free Commodities for Export,

The competent commodity tax office shall, after
oheoking up, issue a certificate of tax exemption.

©6) Commodities already Taxed:

In the case of break of bulk. the competent
commodity ta.x office shall, after checking up, issue a permit{ for
break of bulk, Where repacking or reprocessing is necessary, tne

¢ tax office shall see that a certificate of repacking or reprocessirg
J is affixed on the repacked or reprocessed commodities.

Article 11, ’ -

If any company, factory, shep, firm, storehouse
or trader engaged in the preduction, manufacture, transportation,
storing or selling of goods subject to commodity tax, or buying
and selling them on behalf of customersg or any owner of such goods,
commits one of the following offences, the goods shall be confis-
cated end a Fa Huan fine 1) imposed, of not more than ten times the
amount of tax- evaded. Contraventions of the criminal law shall be
punished according to that law.

1) The surreptitious manufacture of articles subject to the
commodity taxg

2) Smuggling or secret sale of untaxed commoditiess

3) The buying of untaxed commodities for secret processings

4) The transport and sale of articles subject to the commodity

o tax, without a permit or certificate, or with one which

(’ . does not correspond to the commodities and whose use has

- - Eeen defined by the commodity tax oﬁ‘ice aB an evasion of
- ax

5) Any evasion of tax by declaring goods as of low price when
they are of high pricej

6) Any evasion of taex by mixing goods of high price with
goods of low price or of other kindsg

7) Any evasion of tax by exceeding the staendard quantity or

~ weight of the package or container;

8) Any evasion of tax by deliberately (falsifying) the account
book 80 that it does not correspond to the amount of goods
stored in the factorys

9) Any evasion of tax by deliberate under-declarationg

10} Any evasi of tax by clandestinely selling within this
esountry commodities exempted from the tax as exports to

* foreign countriess

EDITOR'S NOTE: 1) The term Fa Huan is used for a fine of a civil
character under civil law, or of a fiscal charac-
. ter, imposed for breaches of taxation lawss in
both caseas it is imposed for offences. which do
not come under the penalties of the criminal law,

- O e 0 e e e o e 4 = 0 0 4 e 0 e 5 v 8 o o o B e
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11) Clandestinely altering or uning a second time a taxation
reoelpt, tranaportation permit, permit for break of bulk,
revenue stamp, certifi:ate of inspactinn, stamped permit,
certificate of repacking or reprocessing, certificate of
tax exemption, or certificate of payment of the commoditiy
tax issued by the Customs Housep

12) Failure actually to affix on the package or eontainer the
revenue stamps, certificate of inspection, atamped permit
or certificate of repacking or reprocessingj

13) any evasion of tax or illegltimate claix for refwnd of tax
made, by using forged taxation receipt, transportation
permit, permit for break of bulk, revenue stamps, certifi-
cate of inespection, stamped permit, certificate of repac’:-
ing or reprocessing, certificate of tax exemption, certifi-
cate of payment of the commodity tax at the Customs House,
or seal of an office.

14) Failure to declare for taxation, as prescribed, imported
commodi ties subject to the commodity tax, upon their
arrival from abroad.

If uny commodity evading the tax in the above wars,
has already been sold and hence cannot be confiscated, besides
punishment according to the law and payment of the price of the
coumodity, the payment of the tax shall atill be enforced,

: . In the case of surreptitious manufacture of comn-
modities subject to the commodity tax, besides the confiscation of
these commodities according to the provisions of this article, thne
machines, instruments and raw materials used in their surreptitious
manufacture, may alao be confiscated,

Article 12,

If any company, factery, shop, firm, storehouse or
trader engaged in the production, manufacture, transportation,
storing or selling of goods subject to eommodity tax, or buying
and selling them on behalf of customers; or any owner of such goods,
commits one of the following offences, & Fa Huan fine not exceeding
five million dollars shall be imposed,

1) Failure to register as prescribeds

2) Failure to make declaration according to the presaribed .
procedure or false declarationg

3) Break of bulk or change of destination of already texed
commodities without the necessary permitg

4) Sale of already taxed commodities during transit without
applying to the local commodity tax office for permissicrnj

5) Transporting and selling already taxed commodities without
applying for inspection as prescribed;

©) Transporting and selling imported commodities for which
a certificate of payment of the commodity tax has been
secured from the Customs House, but without applying for
the exchange of this (provisional) certificate against the
greacribed document certifying the payment of the coRs.03ity

u'

7) Tearing off used stamps, certificates or permits with the
intention of using them sgain, if this is proved by
evidence; )

8) Returning secretly to the factory old packages or con-
tainers without washing off the old stampa, permit or
certificate of inspection affixed thereong

Y A e e e 4 et e e - - - - -
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9) Refusing investigationj if in contravention of the criminsl
law, it shall be punished according to that law.

Article 13,

No factory for rolled tobacco or paper nor merchant
dealing in paper, in this country, shall manufacture, buy, sell, or
transport paper used for rolling tobacco, without the permission of
the Bureau of Taxation or the competent commodity tax office.

If the above proviaions are contravened, the com-
modity shall be confiscated and a Fa Huan fine not exceeding ten
timca the price of the paper ahall be imposed, The bueiness may
further be closed down,

Any failure to make declaration as prescribed or
any false declaration, when manufacturing, buying, selling or traus-
porting paper used for rolling tobacco, shall be punished with a
Fa Huan fine not exceeding five million dollars.

Article 14,
The Fa Huan fines and confiscatlon provided for in
( the preceding ‘hree Articles as well as the elosing down of businzis
mentioned in the preceding article shall be enforced by court ruling.

An appeal may be filed within five days after ser-
vige of the above-mentioned ruling. But no further appeal shall be
nade,

Article 1%,

If any merchant is in arrears for the payment of
his tax, the commodity tax office may request the court to pres-
cribe a time 1imit for making the payment, failing which the court
shall enforce payment,

If a merchant is declared bankrupt according to the
law, the payment of the above-mentioned arrears of taxation shall
be given priority.

Artiocle 16,
. The Winistry of Finance shall lay down rules gov-
(: erning the collection and inspection for each kind of commodity tax
and 1ts Tegiatration, and also the manufacturing, purchasing,
gselling end transportation of paper used for rolling tobaccos and
ghall submit them to the Executive Yuan for confirmation.

Article 17,

. These Regulations shall come into force on the
date of promulgation. . .

{ End )

A
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Regulations Governing application for Arnex No.s: LIX
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and Business Offices of iembers of
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Reviged and promulgated by the Ministry
of Finance on the 18th of May 134E. Fumber of pagess 4
- Published in Central Bank Weekly
{Chin Yung Chou Pao), Remarks: Translated tv
June 2nd 1948, our Legal Department.

REGULATIONS GOVERNING APPLICATION FOR
REGISTERING PROFIT-~SEEKING ENTERPRISES
AND BUSINESS OFFICES OF ERS OF

LIBERAL PROFESSIONS 1

Articls 1.,
These Regulations sre laid down in conformity with
the provisions of Article 161 of the Income Tax law 2),

Article 2.

Applidations for registering profit-seeking
enterprises and business offices of members of liberal professions,
shall be made in accor%ance with theae Regulations;

y

article 3.

411 newly founded profit-seceking enterprises or
those which are reopened or continue to exist after reorgenisation,
merger or transfer of ownership, shall, within fifteen days after
in&ugurgtion of business, apply to the local competent collecting

EDITOR'S NOTE5: 1) This new revision brings about only slight

) changea in the former lMeasures Governing apodlis
cation for Registering Profit-seeking Enterprises
end Business Offices of Persone in liberel Pro-
fessions of October 28th 1947 which contain the
same number of Articles (cf. Honthly Bulletin
No,XIV ~ Jen. 1948 ~ Annex XLI). For the prin-
clpal changes or innovations, compare Articles

+5,8 and 15 of the two texts,

2) The Income Tex Jew was recantly revised and
promlgated cn the 1s% of April 1948 (cf. Montnly
Bulletin Nos XVII & XVIII - fpril & May 1948 -
Annexee L & 111X},

’
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offioce for registration and the issue of & Certificete of Income
Tax Registration in Category #3 ir fiilirng in tha azpliczation for
Registretion, they must give ‘he 16 iowing parsiculers:

1) Trade nane and address of the firm, and if principal,
branch and sub-Lranch stores are establizhed, the
address of each.

2) PFull name, ages, n2tive places and addresses of the
responsible persons,

3) The amount of the actual capital) full nzmes and ad-
dresses of the shareholders and their respective
subscripticns. 3Zut in ik¢ case ef gtonk conpanies
limited and -:her liii... ccmsaniss, the "full names"
gnd other items cercerring the shareholdiers may be
replaced by thre full numes ar? pdaresses of the dir-
ectors and supervissors and their subseriptions, and
in the case of joint cempanies and jecint stock com-
panies, they Lay be replaced by *the full names and
addresses of shareholders of unlimited liapility
and their subscriptions.

4) The nature of the organisatlion If it has already
been £3giatered as & company or a comnercial
firm , the date when the rcgistration was approved
and the character ard number of the cer-ificate.

If the firm has joined a guild, that guilid and the
date, character and nutber of the mambership certificate.

5) Type of business, accounting year and date of in-

auguration of business.

Article 4.

A profit-seeking enterprise, when applying for
registration, &nd the issue of a certifisate, shall furnish a
guarantee for the payment of taxes. Bat profit-seeking enter-
priaei established aend registered in conformity with the Company
Isw 1) or Commercial Registration Law 2), public enterprises
operated by any grade of government and enterprises jointly
operated by the Government and private interests, shall be exempted
from furnishing the guarantee.

The guarantee for paying texes as mentioned above
shall be given by a well-to-do shop with an adequate amount of
capital. Once the guarantor commercial firm has filled in a tex
payment guarantee, it shall b= =neld responsible for all the tax
paying liabilities of the guaranteed commercisl firm. If for eny
reason the guaran“ee is to be cancelled, this shall be reported to t
the local competent collecting office, and the responsibility of
the guarantee shall not cease uniil the guaranteed commercial firm
nas obtained another guarantee fcr ite tax payments.

14 .

EDITOR'S §QTkS: 1) For provisions governing the registration of
companies, see the Company law promulgated by
thw National Govermument on the 12th of &spril 1946,

2) For commercisl registration, see the Commercial
Registration law promulgated by the National
Government cn the 28th of June 1937. TFor a new
Draft of the Cormersial Registration Law drawn
up by thz Ministry ot ¥narce, reference may be
rade to KHontniy Bulletin ¥e.XIII (Dec.1947)
annex YXXVI.
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Article 5.
Any member of a liberal profession with a businass
. office shall, within fifteen days a ter the inauguration of his
Y business, aprly to tue leccal competent cocllecting office for rezis-
tration and the issus of a CertiTicats of Income Tax Registration in
Category Bs in filling in the application for Kegistration, he shall
set forth the following particularse

1) Name and address of the business office; and if branch
and sub-branch offices are established, the address of
| each.
% 2} Full nanes, ages, nztive places and addresses of the
responsible persons.
3) If the responsible persons or those who are doing the
business have a certificats, the date, character and
number of the certificazc, and if they have joined a
guild, that guild and the date, ctaracter and number
of the menmbership cevtificute,
4) Type of business and date of inauguration of business,

Article 6.
. If any profit-seeking enterprise has established
{ branch stores or business cffices, or if the business office of awny
) member of a liberal Professicn has established branch offices, each
of these branch stores or business offices, or branch offices shall,
in accordance with the procedure provided in article 3 or 5, appLy
for registration and the issue of a Certificate of Income Tax -
Registration in Category A or B.

Article 7'
- A profit-seeking enterprise which is to cease
) operating on account of merger, dissolution, transfer of ownership
¢ or suspension of business, or a member of a liberal profession
whose business office is to be closed, shall, within fifteen days
: preceding the cessation of business, fill in an Application for
' ) Cancelling Registration, and submit it together with the original
- Certificate of Income Tax Registration, to the local competent
collecting office, thus applying for the registration to be cancelled,

Article 8,
A profit-seeking enterprise or a member of a libersl

!j profession, whose business office is to change its name or respon-

aible persona ar to be moved to another location, or a profit-

seeking enterprise which is to change the type of its business,

shall, within the fifteen days preccding the change or removal,

£111 in an Application for altering Registration, pubmit it together

with the original Certificate nf Income Tax Registration, to the

local competant collecting office and apply for the regiastration

to be altered "and a new Certificate isaued,

Axrticle 9,

A profit-seeking enterprise whose capital amount is
increased or decreased, shall, within fifteen days after such in~
creagse or decrease, fill in an spplication for Altering Registration,
pubmit it together with the original Certificate of Income Tax
Registration, to the local competent colleoting office and apply for
the registration to be altered and the issue of a.new Certificate.

Article 10. )
. If a Certificate of Income Tax Registration has
been lost, an Application for Renewing the Registration Certificate
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shall be filled in within five days and submitted together with the
text of an announcement in the newsjaper or documentary evidence
from the local chamber of commerce or guild, to the competent col-
lecting office so that a new Ceriificate may be issued.

Article 11, - i

If a Certificate of Income Tax Registration has
been damaged, ‘an application to Change the Registration Certificete
shall be filled in within five days and together with the damaged
Registration Certificate, submitted to the competent collecting
office g0 that the Certificate may be changed for a new one.

Article 12,

The competent collecting office, shall, within
fifteen days after receiving any of the preceding Applications fror
a8 profit-seeking enterprise or a business office of a member of a
liberal profession, send officials to conduct an investigation, and
sccording to the case, approve, issue, exchange or cancel the Cer-
tificate of Income Tax Registration,

Article 13,

The competent collecting office shall enter dif-
ferent kinds of applications of profit-seeking enterprises and of
business offices of members of liberal professions, into classified
files and also prepare Registers classified according to Location
of Premiges and to Type of Businesss furthermore registrations or
corrections thereof shall be made at any thp.

Artiele 14,

If a profit-seeking enterprise or thes business
office of a member of a liberal profession has lost a Registration
Certificate, but fails to apply for a new one to be issued, or
fails to return it for cancellation at the proper time, or sells,
transfers or hires it out for use by others, ‘the applicant who
originally secured the certificate shall be held responsible for
all the obligations to pay taxes resulting from the original
Certificate,

Articlo 15, .
If, in contravention of the provisions of these
Regulations, the responsible person of any profit-geeling enter-
prise or any member of a liberal profession fails to apply for the

registration to be made, cancelled or altered within the prescribed

tire limit, the competent collecting office shall impose punishment
ag provided in article 146 of the Income Tax Law.

Article 16.
These Regulations shall cone 1nto force on the
day of promulgation.

.

( End )
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